





s:fe aero a Bisa 








LW AB: 
WALL STREE 


JUNE 16, 1951 . 75 CENTS 








; . fi ' 7) i ‘ , sk 
aaa a | ay , 
Ru e® nue? Mit ug ve 





THE EAST-WEST STRUGGLE FOR OIL 


—ITS SIGNIFICANCE TO WORLD STRATEGY 


— ON AMERICAN OIL INTERESTS ABROAD <4 
: By H. M. TREMAINE . 7 


* 5 
AN INTERESTING STUDY tte 
OF PRICE-DIVIDEND RATIOS f 


. — LISTING SIZEABLE CROSS SECTION OF COMMON LOCKS 
By PHILLIP DOBBS 


x f 
5 COMPANIES WITH 
3] (CR @) 10) 4 aa -7 (el hele). 


By OUR STAFF ' 














OKONITE 


VAAN 














CABLES... 


are used where unfailing transmission 


of ELECTRICAL POWER is VITAL 


Wherever unfailing delivery of electrical power is vital, 
that’s where Okonite cables are found: 

..on railroad signal systems, where safety is at stake; 
-..on naval ships, protecting our seaways and coast line; 
...in industry, where power failures may mean costly 

shutdowns; 

..in public utilities, where unfailing power is vital to the 

community. 

Okonite cables bear such responsibilities just as they 
carry their loads—dependably, throughout the years. Elec- 
trical engineers have learned to turn to Okonite for cable 
installations they can trust. 

Such reputation is not built overnight, because the real 
worth of power cables is judged by years upon years of 
unfailing, trouble-free service. For nearly three quarters 
of a century, the sound reputation of Okonite cables has 
been growing steadily stronger and stronger as they have 


multiplied proof of their performance. That’s because 
nothing less than the best—in engineering, in materials 
and in manufacturing processes—is ever associated with 
Okonite products. The Okonite Company, Passaic, N. J. 


THE BEST CABLE IS YOUR BEST POLICY 
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Letters 


with a 


Tney come from all over. From Cairo 
and Capetown, from Shanghai, Ran- 
goon, Calcutta, Johannesburg. 


They’re written by all kinds of 

eople. A colonel in Cherbourg, 
oe er in Japan, builder in Bombay. 
They come scribbled, scrawled, 
typed— phrased in all kinds of 
English. But they all want investment 
help ...ask for the latest facts on 
some stock or company, an up-to- 
date appraisal of their present hold- 
ings, or a sound investment pro- 
gram suited to their situation. 


That’s why we weren’t surprised 
byarecent letter from South America. 


The man was an importer, had 
just read one of our ads, and wrote 
to ask for our “bright ideas” on in- 
vesting $10,000. He said he ex- 
pected a return of 10 or 15%— 
asked if that was possible. 


The answer from Research didn’t 
surprise us either. It simply stated 
that such an objective would be “‘dif- 
ficult to reach without incurring un- 
usual risk” ... pointed out that any 
number of sound American secur- 
ities did pay up to 8% ... suggested 
a list of five securities that promised 
a more moderate—but safer—return. 


They supported each selection 
with a brief dividend history, latest 
facts on earnings, the payments 
made last year... then implied that 
“bright ideas” usually burn out fast 
—that it’s far better to buy on the 
basis of the best information avail- 
able, instead. 


That’s just a random sample of a 
service we render for thousands of 
investors each year. To take advan- 
tage of it yourself, just ask for the 
latest facts on stocks that interest 
you...a current review of your 
present portfolio—or a_ sensible 
program for investing any specific 
sum. There’s no charge, no obliga- 
tion—whether you're a customer or not! 
Simply address — 


SF-47 
MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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The Trend of Events 


NEW WAGE POLICY NEEDED... The task of stabi- 
lizing wages is an integral part of the war against 
inflation being conducted by such other means as 
taxation, credit control, savings and increased pro- 
duction, we are being told by Dr. George W. Taylor, 
chairman of the new Wage Stabilization Board. We 
wholeheartedly agree with him but we note with re- 
gret though not with too much surprise that the 
Board is far from stabilizing wages—as yet. Instead 
of stabilizing wages, it has merely been approving 
increases—and that’s not stabilization. 

The increase of 10% sanctioned in January has 
been breached in the case of a million railroad work- 
ers; again in the case of 220,000 meat packing house 
Workers; and again in the just granted 15% boost 
for 25,000 shipyard workers which will eventually 
apply to nearly 50,000. Permission for a productivity 
increase of four cents an hour has been granted to 
something like a million auto workers. And close to 
8,000 applications for wage adjustments, each seek- 
ing an exemption on grounds of some special inequity, 
are before the Board and doubtless many of them 
will be granted eventually. 

The situation is approaching 


tion. Merely jacking up wage rates is not the way. 
What’s needed is a true Wage Stabilization Board, 
not a Wage Hiking Board. 

We understand the Board is now reviewing the 
basic policy of relating wages to the cost of living. 
Tying wages to living costs seems just and equitable, 
yet from the standpoint of the total economy, serious 
doubts arise—particularly in view of the controllers’ 
obvious inability to stabilize living costs in turn, 
largely for political reasons as in the case of farm 
prices. This being so, the danger of escalator clauses 
in wage contracts is by no means negligible if prices 
continue to mount and tax programs are so devised 
as to leave comparatively untouched the vast increase 
of purchasing power represented by higher wages. 

Tying wages to living costs can be justified if it is 
made part of a coordinated program against inflation 
that includes a determined attempt to halt the rise in 
living costs and particularly in food prices, chief 
component of living costs. This in turn will require a 
new approach to the question of farm prices. If not 
so coordinated, such a wage policy will turn out to 
be nothing but a form of appeasement, a concession 
to necessity that may be tre- 





fa crisis and the economic sta- 
bilizer Eric Johnston has wise- 
ly asked the Wage Stabiliza- 
tion Board to handle no more 
individual cases until some 
kind of a broad line can be laid 
down. But precedents already 
set make it extremely difficult 
to formulate a general rule. 
Yet a line must be laid down 
if there is to be wage stabiliza- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
mess trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


mendously costly to the whole 
economy. In the ‘interest of 
our economic welfare, the 
“hard” course would be infi- 
nitely preferable, but it takes 
determination and_ political 
courage. 


NO UP-VALUATION OF EURO- 
PEAN CURRENCIES... The U.N. 
Economic Commission for 
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Europe in what seems a somewhat hasty decision 
has advised upward revaluation of European curren- 
cies as the only “practical answer to the current prob- 
lem of inflation” and particularly at the best means 
to ease the impact of sky-high import prices. How- 
ever, no European Government is seriously consider- 
ing any such move at this time. 

The Council’s proposal directly challenges the po- 
sition taken by the International Monetary Fund 
which would consider upvaluation tenable only if 
Europe no longer required dollar aid and if the dollar 
were demonstrably overvalued in terms of European 
currencies. 

The Fund argues that full convertibility is the first 
essential and that some steps in that direction are 
now feasible. London claims that it is already re- 
moving exchange restrictions as rapidly as safety 
permits; that considerable convertibility of sterling 
within Europe has been achieved, as well as with 
Argentina; but it also fears that a shortage of dol- 
lars may again become acute and that in view of the 
world crisis, this is no time for basic currency 
changes anyhow. The latter view is widely held else- 
where in Europe. In England particularly, there is 
also fear that a revalued pound would be subject to 
a heavy wave of short selling the moment the British 
payments situation would show signs of worsening. 

Doubtless also, European revaluation would be 
stoutly resisted in this country, if only for the reason 
that it would have the effect of “exporting” some of 
Europe’s inflation to us at a time when foreign aid is 
again up for congressional wrangling. Congress 
might not take kindly to the extra burden. 

Secretary of the Treasury Snyder has already 
gone on record with his statement that he does not 
believe that marking up the value of foreign curren- 
cies in terms of the dollar would be any solution to 
the present world-wide inflationary situation. He 
suggests it would merely give temporary advantage 
to a particular area to the detriment of the defense 
effort as a whole. Instead he recommends other meas- 
ures to cope with rising prices such as taxation, credit 
controls and allocation of scarce materials. 

The U.N. Economic Commission’s report advising 
upvaluation must be viewed essentially as a trial 
balloon but also as a sign of conviction in some Euro- 
pean quarters that the wave of devaluation in 1949 
may have carried some foreign currencies below their 
real value in today’s market. And naturally it also 
reflects the economic, financial and fiscal improve- 
ment that has occurred in many countries since then. 
But there can be no question that relaxation of cur- 
rency restrictions and discriminations, and greater 
progress towards convertibility, are imperative first 
steps before upvaluation can be seriously thought of. 


NEW TASK .. . Having just completed its fifth year 
of operation, the International Bank for Reconstruc- 
tion and Development faces a new and restrictive 
problem. Organized to assist the rehabilitation and 
growth of foreign areas after the devastation of 
World War II, the bank must now conduct its opera- 
tions against a background of defensive mobilization 
and threat of another war. 

Termination of Marshall Plan aid to foreign coun- 
tries and the prospective expansion of loan applica- 
tions to finance projects requiring defense materials 





in short supply will complicate the problem, but fors 
tunately the bank is in a strong position. Having suc 
cessfully resisted the importuning of internationa 
dreamers and do-gooders, the institution appears t 
view the future with confidence. Its president, 
Eugene R. Black, has stated that all the bank’s loans 
to-date were made in accordance with strict business 
principles, and there have been no defaults. All the 
loans are believed sound, and the bank itself hay 
shown a profit of some $40 million on its operations, 

To.remain sound, and particularly so as not to in. 
terfere with the defense program, the bank hence. 
forth may have to scrutinize closely future loan 
applications. 

In its short life, the bank has provided abundant 
evidence that it is capable of playing an important 
role in giving effect to the President’s Point Four 
program; it has also proved that this can be done inf 
a businesslike manner. Up ta the present, it has made 
35 loan commitments to twenty countries. Of their 
total of $1.1 billion, some $673 million has actually 
been disbursed. 

In its first year, emphasis was on reconstruction, 
particularly European reconstruction as evidenced 
by the $250 million loan to France. This phase ended 
some time ago and emphasis now is largely on de- 
velopment. Thus the $100 million credit extended 
last year to Australia was for developing and expand. 
ing productive facilties. This new emphasis will 
likely predominate in the future with special refer- 
ence to development useful to defense, including proj- 
ects likely to halt the spread of communism. 







THE RAW MATERIALS ISSUE... . This country has paid 
a price for economic progress and rising living 
standards over the years by marked depletion of its 
natural resources and increasing loss of self-suffi- 
ciency. Two world wars, on top of that, have been 
costly in this respect, particularly the last one. As a 
result, the nation now finds itself without enough of 
some important basic mineral resources. 

Of fifteen vital industrial materials, we now im- 
port from 50% to 100% of seven — natural rubber, 
chromium, tin, nickel, manganese, lead and bauxite. 
Copper, zinc and petroleum imports are also substan- 
tial. Of copper, we buy nearly 40% of our require- 
ments from abroad whereas once we have been a big 
net exporter. 

This changed situation explains our big stockpiling 
program, the enormous price gyrations it caused in 
world markets, the competition with our allies, the 
accusations that we are creating a crisis in their raw 
materials supply. 

One of the useful results of Charles E. Wilson’s 
recent visit to Europe has been the Administration 
decision to work out a system for dividing up scarce 
raw materials between users in the U.S. and users 
abroad. This will go far towards removing some of 
the misunderstandings that have obstructed and ex- 
aggerated the problem of fair distribution of raw 
materials among the member nations of the free 
world. It’s been a thorny issue even between allies 
who roundly criticized our “excessive” stockpiling 
purchases. It also is an issue where give and take is 
essential. No member nation can afford to withhold 
cooperation. None is self-sufficient, and none is en- 
tirely free of responsibility for the present situation. 
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BY ROBERT GUISE 


THE HAND OF MOSCOW 


as in the present Iranian crisis, the ini- 
tiative lies not with the communists but with the 
nationalists who have stolen the thunder with their 
crusade against the Anglo-Iranian Oil Company and 
against foreigners generally, there can be no question 
that the situation is exactly tailored to communist 
needs. Nor are they sitting by watching things idly. 
Already the communists, 
in an attempt to outbid the 
nationalists, have launched 
a campaign for nationali- 
zation of the Bahrein Oil 
Company, a move that may 
prove embarrassing to the 
Government. 

Atany rate, the (commu- 
nist) Tudeh party with its 
strong popular following is 
exploiting the ferment to 
the hilt. Obviously it finds 
the situation very much to 
its taste, hence its efforts ‘ 
to goad on the nationalists 
to an ever stiffer attitude 
towards the British, and 
foreigners in general. 

There is, naturally, pur- 
pose behind this. If be- 
cause of an uncompromis- 
ing attitude of the Iranian 
nationalists, failure to ar- 
rive at an agreement on 
the nationalization issue 
should result in Iran’s col- 
lapse, the situation would 
be tailor-made for the 
Kremlin. Economic and 
political chaos is the envir- 
onment which the Reds 
like best. The Soviets 
might readily use it as an 
excuse for intervention, in 
i the Iron Curtain would quickly fall around 

ran. 

Thus although Stalin cannot claim ‘credit for all 
the trouble, he unquestionably likes it. His ambition 
has long been to extend his reach to the Persian Gulf. 
Thus the worse things get, the better, for it would be 
bound to bring nearer the much-coveted control of 
the Middle East. Once such control is achieved, he 
could outflank Turkey, halt oil shipments to Europe, 
sever the Western life line around the world and, of 
course, give Russia access to warm water ports on 
the Mediterranean and the Persian Gulf. 

So the Kremlin is out to do what it can to “soften 
JUNE 
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up” the Middle East, in the case of Iran through the 
Tudeh party, its stooge, which has prominently joined 
the anti-western campaign and taken great pains to 
associate itself with the nationalization idea in case 
the political crisis should leave the nation without 
the Government. In that event, we can be sure that 
the communists would immediately attempt to take 
over. 

It’s the old communist 
pattern of stirring up 
trouble, encourage revolts 
and little wars, build com- 
munist parties and drive 
out the western powers. 
Whenever nations in the 
free world are in danger 
of quarreling over their 
own conflicting interests, 
Soviet Russia can be de- 
pended upon to remind 
them that it is merely wait- 
ing to step in if the quarrel 
should become serious 
enough. That’s exactly the 
case in Iran today, with 
ominous rumbles of Soviet 
military activity along 
Iran’s northern border. 
The potential Soviet threat 
which has always been 
present, is becoming more 
and more visible. While it 
may not settle the oil con- 
troversy, it should induce 
some sober thinking on 
both sides. 

Russia has long consid- 
ered the areas south of the 
Soviet border, with the 
general direction of the 
Persian Gulf, as a center of 
Soviet aspirations. That’s 
why the trouble in Iran is ready-made, giving Stalin 
the opening he wants. And the opening is widest at 
the northwestern tip of Iran, in Azerbaijan, where 
the possibility of Russian intervention or a commu- 
nist revolt is a serious threat. After World War II, 
it took an order from the United Nations to get 
Russian troops out of that area. But as they marched 
out in 1946, they left behind a Moscow-controlled 
government of local communists, making it easy for 
the Kremlin to fan the fires of revolt. 

The big risk today is that the loss of oil revenues 
to the Iranian Government because of mismanage- 
ment, misadventure, (Please turn to page 332) 
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How Far Can This Market Go? 


The stock market has rallied moderately over the last fortnight, and might rally somewhat 
more without changing the picture. We see no basis for thinking that the May lows in the 


averages were final, but existing factors argue against a major decline. This prospect 
calls for maintenance of the cautious investment policy heretofore recommended. 


By A. T. 


a or your perspective, here is the recent 
market background from a technical point of view. 
The Dow-Jones industrial and rail averages have for 
some time been “out of gear’’. On the recovery from 
the March reaction low, the industrials established a 
new high for the 1949-1951 uptrend, while the rails 
failed to do so. On the May decline, the rail average 
went under its March low; but the industrial average 
did not. 

The May 3-25 fall in the industrial average 
amounted to 17.86 points. It was the largest decline 
since the start of the major rise in June, 1949, with 
the exception of the sell-off induced last June-July by 


MILLER 


the start of the Korean war. The fact that it was not 
caused by any single news development makes its 
bearing on the question of the market’s underlying 
trend all the more significant. Over approximately 
the same period, the rail average declined 8.86 points. 
Percentagewise, that was 10.3%, against about 6.8% 
for industrials. 

From the May 25 low to this writing, there has 
been a moderate recovery, on a generally low volume 
of trading, in both of these averages; and also in the 
public utility section. So far, this has cancelled less 
than a third of the May sell-off of the industrial and 
rail averages. It has carried the utility average to 

the best level in some weeks; but fluctua- 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


tion here has been very limited for 
months, and still is. It has carried a small 
minority of stocks to new 1951 highs. 


909 
340 What Is The Interpretation? 

The background we have sketched sug- 
gests a strong probability that the gen- 
eral upward trend begun in mid-1949 
ended May 3 for industrials, last Febru- 
ary 5 for the rail average and perhaps as 
far back as May, 1950, for utilities. We 
say “perhaps”, for at times this average 
260 can move to some extent independently of 
the rest of the market. The upturn since 
May 25 must be regarded as a rally with 
limited potentialities, justified as a partial 
technical correction of the relatively fast 
May decline; and facilitated by the ab- 
sence of fresh news factors adding sig- 
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swing falling short of the previous 1951 
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highs. 

On the premise that a major upward 
trend has terminated, where do we go 
from here? The technical answer might 
have to be “some kind of a bear market” ; 
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and it is conceivable, if not 
probable, that the maxi- 
mum eventual retreat 
from the early-May high 
will go into the record 
books as a bear market. 
However, what happened 
after the 1942-1946 bull 
market — much bigger and 
longer than the 1949-1951 
advance — terminated ? 
There was a fall of about 
23% in a few months, re- 
corded as a bear market. 
There was a rise of about 
18%, culminating in the 
summer of 1948 and re- 
corded as a bull market. 
And this was followed by 
a fall of 16%, culminating 
in June, 1949, and re- 
corded as a bear market. 

Investors do not think of 
the move cited as “bear” 
or “bull” markets. They 
think of bear markets in 
terms of the 89% deflation 
of stock prices culminating 
in 1932; or the 49% fall of 
1937-1938 ; or the 40% de- 
cline of 1939-1942. The 
fact is that there have 
been various extended pe- 
riods of time when “bear 
market” or “bull market” 
terminology had little 
practical usefulness. 
Under conditions as far 
ahead as anyone can hope to look now, it seems more 
probable than not that the market has again entered 
such a period. We see no existing basis for either a 
major rise or a major decline, although at the present 
level of stock prices it has to be conceded that the 
margin for error is perhaps greater in the latter 
assumption than in the former. That is because, 
among other things, there has been a more convincing 
test of upside potentials already in 1951 than of 
downside resistance. 

If we are right in tentatively allowing for a broad 
trading-range market, this nevertheless leaves a sub- 
stantial leeway for additional decline within the 
weeks or months ahead, whether figured from the 
present level or the May 25 low. Thus, were the May 
decline doubled in percentage, it would foot up to 
materially less than the smallest of the 1946-1949 
price swings heretofore cited. We offer no opinion 
that it will be doubled. The only specific opinion we 
have is that in due time the market probably will go 
at least appreciably under the May low. By how much 
so, time alone can tell. In this view, any expansion in 
common stock holdings should continue to be de- 
ferred; and the current rally should be utilized to 
pare down speculative holdings in the case of readers 
who have not built up to the reserve position hereto- 
fore recommended. 





Some More Basic Pros And Cons 


On the more or less favorable side, the following 
considerations can be cited: (1) There is no big 
speculative position to be liquidated. The relative 
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Stock Exchange. 


position of low-priced stocks is much less extreme 
than that reached in early 1946; the margin debt is 
insignificant ; and we do not have the 1946 indigestion 
in new equity issues. It long has been, in the main, 
an investment market. (2) On the basis of current 
price-earnings ratios and average current dividend 
yields, the market is considerably less vulnerable 
than it was at previous major bull-market tops, such 
as those of 1946, or 1937 or 1929. (3) A substantial, 
cushioning flow of institutional investment funds 
into good-grade equities is assured. (4) The mamoth 
arms program assures a generally high level of eco- 
nomic activity for an extended time to come, al- 
though it does not necessarily assure the renewed 
inflation that Washington officials are so busily pre- 
dicting. 

This combination of factors appears to argue 
against a nose-dive in the market, barring sudden 
global war. But it certainly does not preclude a wear- 
ing down of stock prices by attrition as investors pay 
heed to the less favorable connotations of our high- 
tax, semi-war, semi-controlled economy; nor does it 
bar recurrent “spills” in the market, for professional 
operators still function and, if public speculation is 
not great, neither is it extinct. 

The main trouble is that, while a high level of 
economic activity is assured, high corporate profits 
are not. On the contrary, earnings face a rather 
severe squeeze. On average, they are already down 
materially from the peak levels reached in the second 
half of last year; and the only way they can go is 
downward for the rest of the year, if not into 1952. 
Where they will be sub- (Please turn to page 332) 
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By H. M. TREMAINE 


> the swift-boiling Iranian oil cauldron 
may not spill over into outright conflict, even peace- 
ful acceptance by Britain of Iranian oil nationaliza- 
tion will spell plenty of trouble and create serious and 
far-reaching problems. Politically, the danger of an 
explosion is by no means past. Political tempers in 
Iran are running high. Britain is being denounced 
with increasing stridency and passion and the U. S. 
too, thanks to our efforts to help arbitrate the mat- 
ter, is included in the anti-imperialist harangues of 
the Iranian nationalists. 

Britain’s anger at Iran’s unilateral action is un- 
derstandable though as far as the dispute itself is 
concerned, there are many things to be said on both 
sides. No doubt the British Labor Government which 
set the example in nationalizing industries and delayed 
all too long a readjustment of Iranian oil royalties 
similar to the pattern negotiated in adjacent terri- 
tories (Saudi Arabia, for instance) helped precipi- 
tate the nationalistic explosion in Iran that brought 
to the fore the fanatical elements which now rule 
that country. 

This is an important aspect, quite apart from oil. 
As it is, Britain as well as the U. S. probably fear 
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.-The East-West.. 
.. Struggle for OIL.. 


—ITS SIGNIFICANCE TO WORLD STRATEGY AND WORLD ECONOMY 


SOVIET UNION 


the collapse of Gov- 
ernmentin Iraneven 
more than national- 
ization. For in the 
resultant chaos, the 
communist Tudeh 
party—the only dis- 
ciplined party in 
Iran — might seize 
power. In that event, 
in addition to losing 
the oil, the West 
would also have a 
Russian satellite in 
the midst of a vital, 
strategic and highly 
explosive area. @nce 
more, the Kremlin 
would have gained 
immeasurable ad- 
Yh, . vantage in its cold 
Ss ; \eoi4 war against the 
~S eB. SRE «© West. And it would 
“he, ee ? mean a body blow 
against the western 
oil economy, so vital 
in peace as well as in 
war. 

Hence in urging 
Britain to make im- 
portant concessions 
to Iran so as to per- 
mit a peaceful settle- 
ment of the national- 
ization issue, Ameri- 
can diplomacy had 
its sights on the pri- 
mary target of keep- 
ing Iran within the 
western orbit. It’s 
something that is 
considered worth al- 
most any cost in oil 
and money. At this 
writing, the nation- 
alization issue is vir- 
tually beyond the point of compromise and may have 
become a fact by the time this appears in print. At 
best, Anglo-Iranian Oil Co. may continue as a man- 
ager and marketer. 

Once the situation cools off, we shall probably find 
that Iranian oil is nationalized, that Britain may 
help produce, refine and market the oil under Iranian 
supervision, that Iran will get the bulk of the profits. 
But we may also find that oil-hungry Russia will not 
suddenly snatch the Iranian production away from 
the West. That production, if Britain makes the best 
of a bad situation, will not be lost yet but the West 
will have to pay a higher price for it. 

This is probably the optimum expectation based 
on two important facets: (1) Iran needs the oil 
income and it cannot operate the oil fields alone. (2) 
Britain cannot afford to lose the oil. If no peaceful 
settlement were possible, the consequences would 
immediately become far more serious, both politi- 
cally and economically. For the issue is a great deal 
wider than just a tug-of-war between the British 
and the Iranians. Middle-Eastern oil represents 
roughly one-fifth of the entire world output and 
Iran supplies a sizeable part thereof. The economic 
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nature of the world oil pool is such that any dis- 


turbance would be felt everywhere. And to a great 
extent, the whole structure of the free world rests 
on an abundant supply of oil. Moreover, loss of the 
oil to Russia, if that should happen, would be a most 
serious blow. It would not only deny the oil to the 
West, particularly to Europe, but it would permit 
Russia to stockpile oil faster for possible war. 


Danger of Political Unrest 


That sort of thing might happen if Iranian oil 
production after nationalization has to be cut a great 
deal, say, because of British refusal to cooperate in 
running the oil fields. Iran’s rulers rely on an army 
paid from oil royalties. If the royalties decline, the 
army will become restless, and the communists might 
undertake sabotage or foment strikes. Potential 
dangers then would immediately rise. Not only that, 
but the Russians could probably take over Iran any 
time they want. While it would not mean that the 
oil would be immediately theirs, if only because of 
very serious transport problems, it certainly would 
be lost to the West. 

Let’s see how the West is likely to fare under 
prospective conditions. Today the physical assets of 
the Anglo-Iranian Oil Company, in which the British 
Government has half an interest, represent an in- 
vestment of close to $1 billion. The company pro- 
duces about 700,000 barrels of crude oil daily, of 
which about 550,000 barrels are processed at the 
world’s largest refinery—that in Abadan at the head 
of the Persian Gulf. Loss of that production to 
Britain would be a serious blow though not neces- 
sarily a fatal one. England gets by far the largest 
share of her domestically used oil directly from Iran, 
and also the fuel for her navy and merchant marine. 
She takes about 40% of the entire Iranian oil output. 

Anglo-Iranian of course hasn’t all its eggs in the 
Iranian basket. It has big oil interests in Iraq and 
Kuwait and maintains one of the world’s biggest 
tanker fleets. The worst part would probably be that 
Britain, once she has to buy oil from the Iranians 
like any other customer at prices based on those of 
other Middle East sellers, would probably 
have to pay twice as much as in the past 
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replace the Iranian resources, if necessary. Fortu- 
nately, the Iranian supply is not irreplaceable. Its 
loss would be keenly felt until facilities elsewhere 
could be stepped up. But the flow of crude oil could 
be replaced fairly easily from production in Iraq, 
Kuwait and Saudi Arabia. Iran, it can probably be 
demonstrated, needs markets for her oil and the 
income therefrom worse than the western world 
needs Iranian oil. 

The Abadan refinery, while indispensable now, 
could be replaced with facilities elsewhere though 
that would take some time. But crude output in 
the Middle East can be expanded without great 
difficulty, and the same could be done in the West- 
ern Hemisphere such as in Venezuela with some- 
what greater effort. It is already reported that oil 
production in the Sheikdom of Kuwait (see map) 
has soared 25% since the Iranians decided to na- 
tionalize, and Kuwait has the world’s largest oil 





when she obtained her supply at preferen- 
tial rates. 


Lifeblood of Europe 


But Middle Eastern oil, including that of 
Iran, is also the lifeblood of the rest of 
Europe, hence the unusual gravity of any 
threat in that area. It would mean for in- 
stance a denial of oil to the North Atlantic 
Pact countries, upsetting their economies 
and their rearmament efforts. An estimated 
25% or more of Europe’s petroleum comes 
from the Iranian fields. The loss of this sup- 
ply, unless replaced, would have a distinctly 
crippling effect. Though a switch to other 
sources could eventually be made, any pro- 
longed break in the flow of oil would be 
extremely troublesome. And any reshuffling 
of the world oil distribution pattern would 
imply a deep cut into our own resources. 

Little wonder that the crisis in Iran has 
caused leading American and Brisith oil con- 
cerns to re-examine carefully their over-all 
supply picture to see what could be done to 
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Production Data and Estimated Reserves 


Altogether, then, American 
and British companies in the 
Middle East have adequate 





Iran Iraq 


Kuwait 


Saudi Arabia other sources to replace the 
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3,122,000,000 
12,000,000,000 
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8,250,000,000 


Production, bbl. daily 


Production, accum., bbl 


Estimated Reserves, bbl 


field with reserves estimated at eleven billion bar- 
rels. Kuwait’s oil production now exceeds two mil- 
lion tons a month, which means an annual rate of 
between 20 and 24 million tons. 


The Kuwait Oil Company, jointly operated by the 
Anglo-Iranian Oil Co. and the Gulf Exploration Co., 
a subsidiary of the Gulf Oil Corporation of America, 
thus should benefit from any break-down in attempts 
to settle the dispute over Anglo-Iranian’s holdings 
in Iran proper. 


Similarly, if production in Iraq is stepped up to 
replace the Iranian supply, the Iraq Petroleum 
Company would be a potential beneficiary. The lat- 
ter is jointly owned by Anglo-Iranian, Royal Dutch 
Shell, the Cie. Francaise des Petroles and American 
interests comprising Standard Oil of New Jersey 
and Socony-Vacuum. Each of these four major 
groups holds a 2334,% share in Iraq Petroleum Co. 
(The American companies through Near East De- 
velopment Co.) The balance of 5% is owned by the 
fabulous Mr. Gulbenkian, the mysterious Armenian 
who played a leading part in the development of 
Middle Eastern oil. 


Arabian-American Oil Co. 


Then there is Saudi Arabia where output could 
be expanded fairly rapidly at a relatively small ex- 
penditure. The big operator there is Arabian-Ameri- 
can Oil Co. (Aramco) owned jointly by Standard 
Oil of California (830%), Texas Company (30%), 
Standard Oil of New Jersey (30%), and Socony- 
Vacuum Co. (10%). Aramco, it is understood, is 
already planning to step up output.to over 800,000 
barrels daily from recently about 630,000 barrels, 
and it could be pushed up much further. The Bahrein 
Oil Company, jointly owned by Texas Company and 
Standard Oil of California, probably could also con- 
tribute to an expanded production effort. 


226,100,000 
11,000,000,000 





loss of Iranian oil, if necessary, 
though naturally such loss 
would create an immediate 
supply problem. But there will 
be other economic and political 
ramifications. 

Iran’s action, for instance, doesn’t affect Anglo- 
Iranian Oil Co. alone. That company supplies a 
large part of its Iranian crude production to the 
Shell group and to two American companies, Stand- 
ard Oil of New Jersey and Socony-Vacuum. While 
the loss of this supply can be made up, it nevertheless 
shows that any loss of Iranian oil will be a matter 
of joint interest to a large and important group of 
ae gaia whose eggs are by no means all in one 

asket. 


350,000 550,000 © 


607,600,000 
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New Royalty Demands 


The Iranian action will hit them financially too. 
Encouraged by the new situation, Iraq now wants 
a lot more in oil royalties than it is now getting. So 
does the ruling sheik of Kuwait who has formally 
demanded that the Kuwait Oil Company increase 
royalty payments along the lines of the 50-50 profit 
arrangement negotiated last December by Aramco 
in Saudi Arabia. The Kuwait royalty presently is 
one of the lowest in the Middle East, amounting to 
about 9.3 cents a barrel. The way it looks, the oil 
companies will have to make a new deal in Kuwait. 

That applies to Iraq as well. Following Iran’s ex- 
ample, anti-foreigners there urge nationalization of 
the oil wells. Others—even those friendly to the 
British—are demanding that the Iraq Petroleum Co. 
not only increase royalties but also boost output sub- 
stantially. Both will most likely happen. Royalties 
may go up as much as 70% if the Iraquis have their 
way, and the current IPC expansion program is ex- 
pected to more than triple Iraq’s production. Thus 
the situation holds some sort of a compensatory ele- 
ment as far as financial impacts on the oil compan- 
ies are concerned: Royalties go up but production 
will too; all the more, should there be need to replace 
Iranian oil with other Middle East production. 

Should, however, the nationalization fever. actively 
spread to the other countries, a different and vastly 
more difficult situation (Please turn to page 330) 


Pertinent Statistics on American Oil Companies with Interests in the Middle East 
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Arabian Amer. Oil Co. (30%) | 


Gross Net Per Share Price Range 
i Revenue 
1950 1949 1950 1949 Biv. Recent 1950-51 Middle-Eastern Interests 
| (Millions) 1950 Price 
| Gulf Oil $1,150.0 $ 969.5 $ 9.80 $ 8.89 $ 4.00 87% 92%-59% Kuwait Oil Co. (50%) 
f{ Near East Development Co. (50% 
Socony-VACUUM ....ssccssesssseeeeeeeeee 1,367.1 1,226.6 4.03 3.09 135 2 SHIGA Shion Amer, Oll Co. (10%) ) 
' Bahrein Oil Co. (50%) 
Standard Oil of California.......... 815.6 742.5 5.26 4.74 2.501 45% 50 -30% — Amer. Oil a (30%) 
; Near East Devel t Co. (50% 
Standard Oil of New Jersey........ 3,134.5 «2,891.9 13.48 8.91 5.00 113% 121% -66 : ee ee pov ’ 6) 
en é 
| Texas Company -...ssesssssscosssssssesee 1,248.5 ‘1,077.2 5.41 4.81 3.25 - 46% 50-29% { Bahrein Oll Co. (50%) 
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yi * continuing rise of inventories has become 
one of the three great uncertainties clouding busi- 
ness prospects at the present time, the other two 
being the critical international situation and the 
action by Congress toward further tax increases. 
It is not easy to generalize as to this inventory 
problem for the reason that it has so many unusual 
features connected with its origin, its present status, 
and its probable outcome. 

Perhaps the most unusual feature of all is that 
any problem of excessive inventories should exist 
when so much is heard of shortages, price ceilings, 
and possibly consumer rationing. Certainly there 
are no excess inventories of steaks or beef cattle, 
and the same is true of the metals and many of their 
products. It is also true, however, that there are 
heavy stocks of a great many other materials and 
products, which have glutted the markets and threat- 
ened employment and profits in their industries 
all along the line of production and distribution. 
Getting down to specific fields and individual com- 
panies, the inventory situation is almost as varied 
as business itself. 

Today’s surplus of inventories had its origin, sur- 
prisingly enough, in the shortages of inventories— 
both real and anticipated—that occurred after the 
Korean outbreak one year ago and set off a wave 
of scare buying. It will be recalled that there was 
a great upsurge of demand for all types of civilian 
goods—automobiles and refrigerators, television and 
radio sets, sugar and spices, ladies’ nylons and 
men’s suits, towels and sheets, furniture, carpets, 
and so on. Prices were pushed up by the pressure 
of demand, including speculation and hoarding, 
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»combined with advancing costs of labor and 
raw materials. Rising prices and profits, and 
the possibility of later production curtailment, 
stimulated the outpouring of goods, and also 
encouraged the investment of new capital in 
plant and equipment for the expansion of pro- 
ductive capacity. 

Under conditions of active employment and 
free markets, a new all-time high volume of 

goods was produced and sold to the public in a 

boom that reached its peak in the fourth quarter of 

1950 and slowed down only moderately during the 

first half of 1951. As more and more of the demands 

became satisfied, the volume of retail trade sub- 
sided and the inflationary rise of wholesale prices 
changed to stability at the higher level prevailing 
around the middle of February, where it still holds. 

It might be noted in passing that such a rapid 
transformation from a condition of shortage to one 
of surplus provides a striking example of the work- 
ing of natural economic law, through which the free 
movement of prices, wages, profits, employment, 
production, investment, and trade work together 
automatically to restore the balance between supply 
and demand. 


While Retail Trade Slowed 


More recently the slowing down in retail trade 
has been accentuated by a number of other adverse 
factors. These include the late date and the cool 
weather of Easter, the pinch in family budgets due 
to the rise in living costs, larger deductions for 
federal income taxes, restraints upon instalment 
credit, and, finally, the realization that prices gen- 
erally are no longer bounding ahead and that most 
articles are still in abundant supply. As many stores 
discovered, it easier to buy goods than to sell them. 

In studying the inventory problem, particular 
care must be exercised on two points: First, to lo- 
cate those spots where the increase of inventories 
has been out of line relative to other circumstances. 
Second, to interpret the significance of such mal- 
adjustments, which are not necessarily unfavorable, 
all things considered, yet cannot be accepted as 
normal and safe. 

Total business inventories, as computed by the 
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the U. S. Supreme Court decision that had the effect 
of declaring invalid the various state price-fixing 
laws, Macy’s, the world’s largest department store, 
announced a 6% cut on some 8,000 items formerly 
price-fixed by their manufacturers. 

This brought about a series of cuts by other 
merchandising giants to meet the competition and 
precipitated a real “price war” that slashed selling 
prices on branded goods as much as 30% or 35% 
and attracted tremendous crowds of eager buyers. 
The Sears Roebuck summer catalog offers drastic 
reductions on hundreds of items. 

Some easing of the price level would be favorable 
rather than otherwise to business over the longer 
period, in that it would help to check the dangerous 
upward spiral of inflation which, if allowed to run 
on, could lead only to disaster. Both the building 
boom and the automobile boom have already re- 
sponded to the brakes put on by the curtailment of 
credit and materials. 

A group of the larger industrial companies, whose 
inventories each exceeded $5 million on March 31, 
1951, and increased considerably more than average 
during the year, is given in the accompanying table. 

Most of these companies will be recognized as 
old-established and strong organizations, whose 
heavy inventories might be cause for taking note but 
certainly not for viewing with alarm. In times like 
the present, when there is no way of knowing when 
certain materials or parts may become unavailable, 
it is comfortable indeed to have ample stocks. Even 
if such stocks are somewhat excessive, they usually 
can be worked off over a period of time in the regu- 
lar course of the manufacturers’ business—thereby 
differing from speculative inventory hoarding in 
anticipation of quick profits. 

Dangers of loss due to falling prices are, of course, 
always present in inventory holdings—unless they 
can be “hedged.” Dangers of forced liquidation of 
inventories in most cases seem slight at this time, 
even where such stocks may be excessive. Manu- 
facturing companies generally show balance 


are impressive indications that eventually the trend 
will be reversed to one of contraction—except for 
those companies having large defense contracts. 

While a contraction of inventory would cause a 
decrease in the reported earnings of corporations, 
due to their not having the benefit of non-recurring 
and illusory profit derived from selling out low-cost 
goods, upon which high income taxes are payable in 
cash, it would lessen the inflationary elements and 
thereby restore sounder operating conditions. But 
on the other hand, it would reduce carrying charges. 

‘While inventories, though at record highs, may 
not be as unhealthy as they appear, particularly at 
the manufacturing end, congestion at the retail end 
is an unquestioned problem. And it is no less of a 
problem because it is now recognized. Already it has 
led to a downturn in the production of autos, furni- 
ture, television sets and other consumer goods. And 
it has been primarily responsible for the business 
lull in the last two months. 


How Long Will Indigestion Last? 


Manufacturers, retailers and economists vary in 
their views on how long it will take to reduce stocks 
to a point where business men will again be in a 
favorable open-to-buy position. While some think 
that a turn may come by summer, the majority see 
little chance before fall, even late fall. And there 
are quite a few who think the problem cannot be 
solved before the end of the year. 

The fact that it may take anywhere from three 
to six months to clear up the inventory glut means 
that extra effort must be put into selling. It will 
not necessarily mean that retail trade during the 
period will fall below last year’s volume. If it should, 
inventories will certainly become even more of a 
headache. One effect so far has been mounting criti- 
cism of credit controls which are held responsible 
for a good part of the inventory problem. Hence 
the requests that these be eased. 





sheets with a strong cash and working capi- 
tal position and well able to carry anything 
within reason. Even when businessmen are 





borrowing against large inventories, the vol- 
untary credit restraint program of the com- - 
mercial banks and the Federal Reserve does 
not conptemplate any sudden liquidation of 
existing loans. Retailers on the other hand 14 
may find themselves in a more difficult posi- 
tion, if overexpanded inventorywise. 
Already a large reduction has been made 12 
in the total of loans to finance the produc- 
tion of civilian goods, but this is obscured in 
the total loan figures by the increase that 10 
has taken place in loans for defense and 
related purposes. Furthermore, the program 
for restraining undue credit expansion is 
not, as has sometimes been supposed, aimed 
primarily at inventory loans, but is concerned 
equally if not more with loans for non-essen- 
tial expansion of plant and equipment. 
In.short, heavy inventories in many cases ‘ 











may still be a good asset—not a liability. But 
they need continuing scrutiny by the busi- 
nessman, the investor, and the banker, and 2 
the June 30 balance sheets will be awaited 
with interest. There is little probability that 
































the inventory expansion of the year following 0 
Korea will continue at the same rate; there 
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By STANLEY 
DEVLIN 


a of 


industrial plant fa- 
cilities is taking 
place at an unprece- 
dented rate. This 
phenomenon poses 
several interesting 
questions. Does this 
program fore- 
shadow a condition of excessive productive capacity 
at some time in the future which may lead to ruth- 
less price competition, narrower profit margins and 
economic pressure on labor? Does the arrangement 
whereby provision for accelerated amortization of 
facilities constructed for defense purposes give “big 
business” an unfair advantage? What might the dis- 
turbing repercussions be if world peace should be 
restored and the need for a vast rearmament pro- 
gram should suddenly be removed? No doubt other 
provocative questions could be suggested as espects 
of the war-stimulated construction boom. 

Many kinds of statistics may be marshalled to por- 
tray what is taking place in industrial areas, but such 
figures are difficult for the average layman to com- 
prehend. Any one who travels a bit must have noticed 
evidence of plant expansion projects -almost every- 
where. Yet the outward manifestations of industrial 
growth tell only part of the story. Probably of greater 
significance from an economic viewpoint is the trend 
toward greater efficiency within manufacturing 

- establishments. 

This development has been forced upon industry 
by persistent advances in labor costs. Improvement 
in mechanical devices contributing to greater utility 
also has helped. Manufacturers recognize that any 
new equipment that promises to pay for itself in 
economies within eighteen months to two years is 
worth installing. 

The fact that expenditures on new industrial plant 
construction and modernization this year promise to 
range well ahead of the previous peak in 1948 is 
surprising to pessimists who were bemoaning the 
threat of excessive production two years ago when 
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Companies Undertaking 
New Expansion 


— POINTING TO HIGHER EARNINGS POTENTIAL 
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inventories began to 
pile upin some lines. 
Most observers 
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ZZjzzz2£°=-07 thought at that time |! 
SY EE. that there probably 
LA, would be no need |® 


for enlarging indus- 
trial plants for 
many years to come. 

When the neces- 
sity arose for 
strengthening our 
military forces, fol- 
lowing the invasion 





of South Korea last 
summer, however, it became apparent that our in- 
dustrial machine was inadequate to shoulder this 
burden and provide a reasonable amount of civilian 
goods at the same time. Hence, the Government’s 
decision to encourage another vigorous extension of 
productive facilities. 

The industry most affected by a speedup in mili- 
tary requirements was steel making. Since develop- 
ments in this vast segment of the economy are 
somewhat typical of what has taken place—and is 
continuing to take place —elsewhere, it may be 
interesting to present a few statistics in this field. 
Almost every important steel producer either is en- 
larging his plant through construction of additional 
facilities or is acquiring additional properties and 
installing new equipment. Perhaps the largest single 
undertaking in this direction is the new Fairless 
Works to be constructed in the next two years by 
United States Steel Corporation on the Delaware 
River near Trenton, New Jersey. 


To Add 18 Million Tons to Steel Capacity 


Present plans call for the addition of about 18 
million tons of capacity for the three years beginning 
with January, 1950. Such an accomplishment would 
mean an enlargement of about 18 per cent and would 
lift the nation’s annual output to 117.5 million tons 
of ingots and steel for castings. Thus the nation’s 
steel making furnaces, if operated fully for an entire 
year, could produce about 15 million tons more steel 
than was made in all of 1950 in the rest of the world 
outside the United States. Capacity of the industry 
in this country reached a record high at the end of 
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1950 of 104.3 million tons. This volume is comfort- 
ly in excess of the total steel required in this 
ountry at the peak of the last war. 

Cost of the steel industry’s expansion program 
sheds some light on total expenditures projected for 
the nation’s rearmament speedup. It is estimated 
that projects already approved for 1951 in the steel 
industry alone will involve an outlay of about $1.2 
§ oillion. Expenses in this direction last year, largely 
Win the second half, are estimated to have approxi- 
“eq (mated $513 million, or a total for the two years of 

[slightly more than $1.7 million. 



















the year, it now seems possible that costs of new 
growth in utilities may reach $3.5 billion for 1951. 

The electric power industry installed about 7.4 
million kilowatt hours of additional generating ca- 
pacity last year, and it is estimated that capacity 
may be increased over the next three years at ap- 
proximately the same average annual rate—making 
a total of 22.2 million kilowatt hours additional by 
the end of 1953. 


Natural Gas Expansion 















































In preparing to meet urgent postwar demands for Growth in natural gas distribution would be even 
yutayf|steel, the industry spent an estimated $2.4 million more dramatic in coming years if materials were 
J lfrom 1946 through 1950 on enlargement and mod- available for pipe lines and compressor equipment. 
ernization of facilities to keep pace with the trend Expenditures this year for additional pipe lines are 
toward operating economies. A better idea of the expected to range between $875 and $900 million if 
extent of growth is found in the estimate of trade Yequisite supplies are available. In view of the essen- 
authorities that expenditures already made and con- tial nature of the industry, especially in several 
templated for the period from 1946 through 1952 industrial areas of the Mid-West, it is believed that 
Imay closely approximate total capital investment in Substantially all of needed pipe and other supplies 
‘Ithe steel industry of slightly more than $5 billion will be provided. 
gan to {at the end of 1946. Moreover, if serious trouble should develop in the 
olines.| AS a sidelight on the trend of costs of new con- Iranian oil dispute that might threaten petroleum 
‘vers |struction, it is interesting to note that in the three supplies from the Middle East, it is thought that 
t time fyears 1947, 1948 and 1949, the industry added about expenditures for construction of new transportation 
»bably 8.2 million tons to its steel making capacity at an facilities in this country would be greatly expanded 
need |expense of about $1.6 billion. This represented an to bring in Canadian oil to American refineries. This 
indus- |increase of 60 per cent over the cost for more than might involve construction of several extensive crude 
; for {10 million tons of additional capacity added in the oil pipe lines. 
come, |five years from 1937 through 1941. Aside from the armament program as a stimulant 
neces-| Altogether, expenditures on plants and equipment for industrial expansion, (Please turn to page 329) 
for|jare expected to approxi- 
¢ our mate $22 billion, or slightly 
3, fol. |more than the previous Pus \ | 
asian peak of about $18 billion Companies Contemplating Sizeable Expansion in 1951 
a last | achieved in 1948. As of May 
ur in- 20, it was reported that the Estimated Approximate 
* this Government had approved Gross Fixed Net Fixed Spent Amount Total 
ili rapid amortization of new Assets Assets for Planned Post-War 
villan : ; t d t Expansion for Expansion 
1ent’s construction estima e ° 12/31/50 12/31/45 12/31/50 12/31/45 in Expansion Outays 
on of | Cost $5,775 million, and a 1950 in 1951—_‘1946-1950 
great many more applica- (Millions) 
mili- | tions for tax relief under . 3 
relop- the accelerated program re- Meninon Co. of Amer......... $711.2 $477.4 $323.9 $119.7 2 $130.01 2 
nee | main to be considered. American CAM nnn 9280 211.8 197.5 111.2 $ 35.6 54.0 $142.0 
nil te In addition to those pro- nemo en Se aesaseaaeease 243.6 162.4 102.0 64.5 16.1 90.0 97.9 
ae jects, of course, numerous Atlantic Refining ............... 527.0 362.6 278.3 189.6 38.8 40.01 214.4 
field others had been undertaken eapeap Steel ... 1,260.6 898.1 572.4 335.4 84.4 143.5 415.1 
s an, for which special assistance Crucible wae paiaecésnveeoats . 114.6 90.7 57.3 26.8 3.7 27.0 86.6 
ional | had not been sought. Many Dow Chemical a 125.9 211.1 67.6 29.0 50.0 223.8 
and expansion programs under- International Paper ............ 335.6 212.0 170.1 98.8 32.4 47.5 145.9 
ingle taken by industries not Jones & Laughlin Steel........ 462.6 331.2 251.5 146.7 42.7 200.0% 190.2 
rless identified with the defense Minnesota Mining & Mfg..... 63.4 15.7 42.0 8.4 11.4 6.5 47.01 
” by effort would not qualify National Gypsum .............. 54.4 20.4 39.6 13.6 4.8 7.8 40.5 
ware under provisions for accel- National tSeel .................... 403.5 280.3 183.6 132.4 24.5 375.0% 114.84 
erated amortization. Phillips Petroleum .............. 835.7 495.6 465.7 222.6 92.6 93.0 457.0 
Electric and gas utilities, Repablic Staab. .2::<:20:-.05.. 570.2 422.0 260.3 193.5 42.6 225.03 171.5 
for example, are steadily Reynolds Metals ................ 154.6 63.6 103.9 29.0 - 85.0 103.58 
enlarging their systems and Sharon Steel... ...ccc<<0s0000.. 45.3 24.9 22.7 9.1 23 24.05 21.2 
t 18 little if any program by this Socony-Vacuum Oil ............ 1,618.8 1,104.7 819.6 509.9 145.4 200.0 672.7 
ning | industry would qualify for Union Carbide & Carbon... 759.1 3738 409.0 117.1 70.0 . 100.0 410.5 
ould current tax relief. Expendi- Rbratteed PRUE 5.5 kcecccssecec sd 354.5 259.3 178.6 113.7 19.1 27.8 142.4 
ould | tures by utilities this year OW ieee 3,192.7 2,409.7 1,386.6 702.5 179.3 742.0 1,041.2 
tons have been estimated at $3.2 Youngstown Sheet & Tube.. 346.2 291.9 110.8 96.7 23.7 66.0 68.8 
on’s | billion or more, and since capers: : meer ie 
tire [Some plans have been |} oNvti au, ee 
stee] speeded up in recent months 3—Planned expenditures for 1951 and 1952 5—Combined approved and proposed 
orld because materials have been or beyond. expenditures. 
stry | More readily available than 61946-1949 only. 
1 of | nad seemed likely earlier in = - — = - - 
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Happening i. in: 
Washington ty 


RETAILERS appear to have picked up large inventories 
and large headaches in anticiation of higher price 
ceilings and rigid enforcement, and their trade asso- 
ciation spokesmen say they will be lucky if they can 
market their wares at so favorable a level as the 





WASHINGTON 


The Interior Department's experts on electric 
energy probably will be hearing from the White 
House shortly, and. the mood will be angry. It 
appears they have failed to read the script care- 
fully and were guilty of public statement that 
present and prospective power production can see 
the country through its expected needs in that 
particular. That, of course, cancels out the argu- 
ment that there is need for vast public power pro- 
jects. It runs counter of top-level policy—and the 
penalty for such schism these days can be pro- 
fessional sudden death. 

The Department doesn’t offer a signed guaranty 
but it supports its thesis well. In World War 2 there 
were “brown-outs” to save power but no essential 
industry was slowed for want of electric energy. 
And today, says the government agency, there is 
50 per cent more production than during the war. 
True, the population and consumption have grown 
too; and the spread of new facilities has not been 
ideally planned to be ready for the needs of the 
huge consumers, the aluminum plants for example. 

Both in the Interior Department's assurances and 
in the cold facts of expansion are found the proofs 
that public power projects aren’t essential: private 
industry has a 15-billion dollar program under 
way. It will be completed in seven years. Private 
companies say this will keep ahead of foreseeable 
demands. 

It is agreed, however, that spotting huge H- 
Bomb or alumnium manufactories in remote places 
will raise a question of whether public or private 
funds should finance power production. But the 
problem isn’t immediate. 


SEES: 











POWER MIX-UP 


By E. K. T. 


ceilings provide. Added to their business worries was 






the U. S. Supreme Court decision in the “fair trade’PO2S: 


case. In 45 states having such legislation (‘Fair 


Trade Acts,” they’re called) the manufacturers fix]. 
That had a-2 


resale prices for branded products. 


steadying influence; it was in fact if not in name a 


ceiling. With the restriction off, these items are be-| 


coming loss leaders, touching off a series of price 
wars. 


SUPREME COURT justices have gone on their vacation,| 
winding up a business year which doesn’t includel. 


sessions during Washington’s torrid summer heat— 
a throwback to the days when the judges were lit- 
erally “nine old men” and air-conditioning was in the 


laboratory stage. The jurists decided about 80 per|;,— 


cent of the number of cases determined last year; 
they fought more and dissented more than ever be- 
fore. And they made more public appearances than 
usual, in many roles, including those of character 


witnesses for Alger Hiss (Frankfurter and Reed). 6 
Possibly indicating a switch in trends, greatest num-|, 
ber of dissents were written by the liberals, Black|= 


and Douglas. 


PUBLISHERS who have been viewing with alarm the 
increased costs of operating other types of business |; 


. had better turn an eye to their own. In spite of Di 


Salle’s assurance that the price of newsprint would 





not go up without Canadian consultation with him, it|to s 


was boosted $10 a ton on July 1. No advance notice. 
The postal rate increase bill will clip millions out of 
the publishers’ treasuries, and hearings begin soon 
on increased press rates for Western Union tele- 
grams. These, plus the fact of almost wholly organ- 
ized union operations and new wage demands are 
bringing the problems directly home. 


LAWYERS seeking experience in handling both sides }. 


of situations might well look to employment in the 
U. S. Department of Justice. The legal lights of that 


agency drew the regulations under which Henry 


Wallace had the little pigs destroyed and crops of 


plowed under. Now, the lawyers in the same division 
are poring over the books to decide whether lettuce 
growers in California’s Salinas Valley may be prose- 
cuted for antitrust law violation because they have 
plowed under one-half of their crop. 
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The house ways and means committee, struggling 
along with a tax bill took a step which probably will be 
cited evermore as proof that the congressmen aren't 

out to "soak the rich." They decreed that "no taxpayer 

































of his income." To attain that goal the committee decided 
that a marginal rate of 94% per cent should apply to all 


income in excess of $80,000 up to $300,000 for single 


Ga Tea. taxpayers and between $500,000-$600,000 for married 











taxpayers where a proposed overall limitation of 
90 per cent on the federal income tax would apply. The 
committee evidently felt no need to clarify that language, 


ae p> « 
Press on the theory that it won't affect very many 





















taxpayers anyway. 










In any event it will be months before anyone 
can be sure he won't be taxed for more than he earns 
(under the above formula) or be required to borrow on 
next year's earnings to pay this year's tax. If the 
wayS and means committee completes its function before the end of this month, it will 
be a pleasant surprise to the members; the bill is in the hands of the draftsmen now and 
es wal then the committee must carry on and "sell" its ideas to the house. There will be 
trade"eonsiderable sales resistance, they know. 

“é ‘ 
Soi On the senate side latest advice is that the finance committee will begin 
had gts separate hearings July 1 -- ignoring all that has gone on before the house committee 
ame ajfor months, summoning some of the same witnesses, admitting some of the others who 

re be-have special interests to represent. After that, the senate is expected to prove its 
Pric€ight to the title "the greatest deliberative body in the world," and in the process 
delay final vote. Ater which, of course, comes the major matter of settling differences 


— between house and senate versions "in conference." 
neluc 
ee 4 The delays can be serious to business and industry. Under present 

re lit-legislative climate one's guess on the ultimate action is as good as another's -- 
yee and neither is good betting material. With no interruptions in the senate, the 
year :|' inal verdict could be in some time in October. Senate leaders however are talking 
er be-/Of a recess from Aug. 1 to Oct. 1. Finance Committee Chairman Walter George warns 

; thanfhe'll adjourn his committee for that duration if the senate takes time off. That could 
racter bring the ultimate tax bill to the end of this year. But to be kept in mind in 

eed). considering this major domestic problem is the fact that world events will control. 


num- s ‘ . ‘ 
Black (comeressmen won't dare go home unless the situation continues to improve. 
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m1 the of the economy, it appears, anxious to set a mark and post it "this far, and no farther." 
siness Saye <= eS Oe — and no farener. 


of Di 
vould mecessary, and now comes the U. S. Government in the shape of the Maritime Commission, 


im, it|to say that shipyards must be allowed to pay substantially more. The alternative is 
otice. loss of skilled workmen to higher paying industrial plants; something already 
ut of happening in many shipbuilding centers. So the 10 per cent boost over Jan. 15, 1950 


reo can be forgotten and from now on all will be flexible. 
































tele- 

iyo The worries of the shipyards are not confined to that type of employment. 
arr, es Department of Labor reports that the employed total by the end of this year 

ies will be 2.5 million above the present level -- something of a record for expansion in 


n the just about half a year. That means competition for available help and the pattern 
‘that [of wages hasn't been uniform; some industries will need elasticity in their bargaining 
lenry jrights to stay in operation. Management's willingness to match, or better, the wage 
-rOps joffers of others is being examined with a jaundiced eye in Washington. Some of the more 
a critical viewers see it as preparation for cost-plus work, point out that it really 
rose- takes little difference to a contractor under that production method. 
have 


























As of mid-May, 1,290 certificates of necessity had been issued by DPA and 
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the National Secrity Resources Board with the total amount eligible for 
amortization on those facilities exceeding 5.5 billion dollars. The rapid 

























their popularity in the number of petitions filed by expanding companies. Certificates 
of necessity permit companies to depreciate, for tax purposes over a five-year 
period, a designated portion of the cost of a new facility essential to defense 
production. This compares with the 20 to 25 year depreciation period for tax purposes 
in force before the 1950 Act. Inquiries reaching the administrative offices continue 
to show lack of understanding of the intent: the plan is not nearly as broad as the 
title suggests. 





























The national census has been recurring every 10 years since the early days 
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states had how many members in the lower house of congress. That however, was before 
government became more complex. Now, a century later, it has been discovered in an 
important situation that the founding fathers and their sons failed to fix the 

date upon which new census figures become effective. For decades, it really didn't 
make much difference; those were the days when communities within a state were 
relatively self-sufficient, solved their own problems. And, of course, states had 
little direct dealing with Washington. 


























































New relationships among governments have brought in new problems and the 
effective date of the census could mean millions to taxpayers within an area of taxation. 
In Michigan the issue arose whether sales and intangible taxes should be distributed 
by the state treasury among the local subdivisions on the basis of the 1950 census, 

on the basis of preliminary figures already announced == or should the distribution 
be held in abeyance until the figures are pronounced final. There have been major 
population shifts in the state since 1940, and the effective date could be most 
important. Distribution of funds collected by the state was to be made on a per capita 
basis and the decennial census has been the yardstick. Municipalities are 

anxiously waiting. 





























complaint against "unwanted wage increases." Several hundred thousand CIO members 
in the automobile electrical and other industries with cost-of-living escalator 
contracts, won a three-cents per hour boost on the basis of the last consumers price 
index igures. In a very real sense, those were "unwanted" wage increases, 

CIO headquarters here assures. And the union wasn't fooling either, for it went on 
to say: "It's our guess that most of the workers getting the benefit of cost-of-living En 
adjustments would rather have seen a halt in the upward inflationary spiral." to 




















Interesting to watch will be whether Admiral Forrest P. Sherman, who agreed thr 
in part with General MacArthur, will lose promotion to the chairmanship of the joint 














chiefs of staff as a result. Sherman and MacArthur were of one mind in the China his 
blockade tactic and the admiral frankly told the senate investigating committee as a 


much. General Omar Bradley, first chairman of the JCS, completes his tour of duty in] dr 























August and retires. Sherman is next in line. Will he get the job? ye 
a 

There's a fight ahead on the circuit court's decision here ruling commer- tio 

cials out of radio programs on buses and strect car lines. The constitution rights the 
of the "captive oudiences" are being infringed the federal bench ruled; "it's an f pin 
assault on the unavertible sense of hearing." The court didn't stop the music, for or 
that point was not raised — only the commercials were under attack. inc 





PUC had refused to interfere, basing its position on the fact that public 
hearings demonstrated many more approved than disapproved transit radio after it had po: 
been given a few months trial. But the circuit court decreed the wishes of the many 
cannot set aSide constitutional rights of the minority. Transit company and supply- ot] 























ing radio station will go to the Supreme Court, contending the decision challenges Ma 
all industries supported by commercial advertising. The transport company says the thi 
alternative is a rate increase. me 
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Outlook for Import-Export Trade 
Under Tariff Cutting in Torguay 


By V. L. HOROTH 


W ren the 34-nation conference discussing for 
nearly seven months tariff reductions in Torquay, 
England, adjourned last month, “finis’” was written 
to the third and, for the time being, probably the 
last attempt at the restoration of multilateral trade 
through the lowering of tariff barriers. 

The restoration of multilateral trade—which in a 
nutshell means freedom for any nation to sell in the 
highest-price market and to buy in the lowest-price 
market—has been our great but elusive postwar 
dream. For us and a few other nations—but un- 
fortunately not for postwar Great Britain under the 
Labor Government—the liberalization of interna- 
tional trade has been one of the means of achieving 
the expansion of world trade and employment. As 
will be remembered, the ITO (International Trade 
Organization) which was to provide a permanent 
organization for reducing tariff barriers and which, 
incidentally, was torpedoed in Torquay, the Inter- 
national Monetary Fund, and the International Bank 
were the trinity that was to change the face of the 
postwar world. 

The main reason for the futility of holding an- 
other round of tariff discussions is the plain fact 
that the restoration of multilateral trade will not 
be achieved by a further liberalization of tariffs or 
the extension of the Hull reciprocal trade agree- 
ment program alone. 
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As long as elabo- 
rate currency regu- 
lations and import 
restrictions con- 
tinue to determine 
who will buy what 
and where, the coun- 
tries may just as 
well concentrate on 
the restoration of 
currency converti- 
bility as the way for 
bringing about a freer exchange of goods. But cur- 
rency convertibility requires of a longer-run stability 
in international payments. This is not an easy task 
to achieve in view of the demands of rearmament 
programs, renewed inflationary pressures almost 
everywhere, and the possibility of a return of the 
“dollar shortage” in some countries. 

The fact that a good many countries have appar- 
ently exhausted their tariff bargaining power, or 
seem to think that they have done so, is another 
reason why holding still another international tariff 
conference during the next two or three years would 
be useless. After nearly wrecking the Geneva nego- 
tiations in 1947, the British and several other Com- 
monwealth countries refused in Annecy and again 
in Torquay to go beyond the concessions granted in 
Geneva. The difficulty to some extent lies in the work- 
ing of the Imperial preference system. 


Imperial Preference Ties 


The refusal of one member of the British Com- 
monwealth to give up preferences ties the hands of 
the others. Thus a failure of Great Britain to nego- 
tiate a tariff reduction with this country can be 
interpreted as meaning 1) that the Commonwealth 
countries failed to agree among themselves on the 
modification of the preferences (2) It will almost 
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inevitably involve failure to reach an agreement 
between the United States and other Commonwealth 
countries. 

Although in a sense the Torquay talks were disap- 
pointing, because the world’s two largest trading 
areas, the dollar and the sterling areas, failed to 
extend further tariff concessions to each other, it 
must be admitted in all fairness that some real 
achievements were made. By far the most important 
of these was the extension of the reciprocal trade 
concessions to seven “newcomers” to trade confer- 
ences: West Germany, Austria, Korea, the Philip- 
pines, Peru, Indonesia, and Turkey. 

Asa result, the reinforced GATT (General Agree- 
ment on Tariffs and Trade) which replaced the ITO, 
and the life of which was extended up to the begin- 
ning of 1954, is now acceded to by 38 countries 
accounting for about 85% of the trade of the Free 
World. For comparison, the first postwar tariff con- 
ference, which drew up the original GATT Agree- 
ment and which was held in Geneva in 1947, was 
attended by 23 countries. The second conference, 
which broadened the GATT somewhat, met at An- 
necy, France, in 1949, and its membership was 
extended to 31 countries. 


The New Tariff Concessions 


The new tariff concessions given to us in Torquay 
took the usual form of either lower tariffs or the 
binding of the present rates. They cover wheat and 
flour, corn, cotton, lard, meats, certain canned fruits, 
a wide range of chemicals, machinery of many kinds, 
automobiles, air-conditioning equipment and electric 
household appliances, and various agricultural im- 
plements. They are appraised in terms of our 1949 
exports at about one billion dollars. However, more 
than half of these concessions ($560,000,000) were 
given to us by one of the “newcomers”, the West 
German Republic, which reduced tariffs on about 























TABLE I 
The 1949 Value of American Exports 
Benefitting from the 15 New Agreements 
Negotiated in Torquay 
Exports Total U.S. 
Benefitting Exports 
(in millions of dollars) 
NEWLY ACCEDING COUNTRIES 
Austria $ 30 151 
West Germany 556 820 
Korea 6 52 
Peru : , abvee 45 86 
Turkey . 28 120 
Subtotal $ 666 17229 
CONTRACTING PARTIES 
Benelux $ 34 590 
Brazil 3 382 
Canada 290 1,939 
Denmark : 17 93 
Dominican Republic 5 25 
France 25 497 
Indonesia J 124 
Italy 9 458 
Norway 5 70 
Sweden 1 85 
Subtotal $ 390 4,263 
Grand Total $1,057 5,492 
NOTE: Torquay Agreements covered 14% of U. S. Trade 
Geneva Agreements covered 50% of U. S. Trade 
Annecy Agreements covered 8% of U. S. Trade 


























300 


150 items, comprising some 75% of our exports, and 
including grains, cotton, meat and dairy products, 
petroleum products, and certain chemicals. 

This is significant, considering that German tariff 
rates, approved by the Allied High Commission, were 
very low to begin with, particularly on foods and 
raw materials. Important concessions were also re- 
ceived by us from France (trucks, fountain pens, 
etc.) the Benelux Union, Peru, and Turkey (auto- 
mobiles, tires, electrical equipment). See the first 
of the accompanying tables. 

In return, the United States made concessions on 
1,825 import items valued in terms of 1949 trade at 
about $490 million. Of the 17 new agreements nego- 
tiated, 5 agreements were with the “newcomers.” 
According to the American Tariff League—which, of 
course, has an axe to grind—the maximum permis- 
sible reductions of 50% were made on about 480 
items including smokeless powder, sodium com- 
pounds, lampblack, glass and glass manufactures, 
cutlery and various tools, clocks and clock move- 
ments, cotton blankets, silk woven fabrics, lead com- 
pounds and pigments, and certain textile machinery. 

The articles on which tariffs have been slacked 
75% from the pre-Geneva rates includes certain 
chemicals and drugs, various metallic alloys, garden 
seeds, flax fiber, certain laces and embroideries, pack- 
ing boxes, tobacco pipes, and various tissues and 
paper. 


U. S. No Longer a High Tariff Country 


According to the American Tariff League, the level 
of our tariff rates is now at the lowest point since 
this country’s initial Tariff Act of 1789. If this is 
true, we can no longer be accused of being a “high 
tariff” country, particularly as we have no exchange 
controls and practice no import licensing. Unlike al- 
most everywhere else, our tariffs are the sole instru- 
ments of protection of our industries and agriculture. 
Moreover, our concessions were based on the 1949 
trade when our imports were about $6.6 billion. They 
are running currently at an annual rate of $12 billion. 

Hence our concessions would look much more gen- 
erous today. Though some people may regard this as 
another instance of our being outsmarted by foreign- 
ers, the fact is that as the world’s largest creditor 
nation (by far), the world’s greatest industrial pow- 
er, and a big exporter of agricultural products to 
boot, we simply cannot afford any protectionist 
policy, and for the sake of the Free World’s pros- 
perity must allow to foreign countries as free an 
access to the dollar market as is compatible with our 
prosperity. 

As was already noted, the most regrettable thing 
about the Torauay talks was failure to reach a 
United States-Great Britain agreement. This was 
unfortunate in view of the growing breach between 
the two countries—which are natural political and 
military allies-on the matter of broad economic 
policies. Even a small concession would have gone 
a long way toward creating good will in Congress 
which must act shortly on the renewal of the Re- 
ciprocal Trade Agreement Act. 

American public opinion also finds it difficult to 
reconcile the growth of the sterling area gold and 
dollar balances on one hand, and, on the other, the 
shelving of the issue of inconvertibility of the pound 
sterling, for apparently an indefinite period. Imperial 
preferences might have served their purpose at the 
time of the Great Depression (they were enlarged 
at the famous Ottawa Conference in 1932), but to- 
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day they are as much out of date as the notorious 
Hawley-Smoot Tariff of 1930. 

The British defend their refusal to lower the 
Imperial preference margins by claiming (1) that 
our tariff reduction offers were inadequate, and (2) 
that Australia, New Zealand, and South Africa 
would not agree to give up a protected market for 
their products in Great Britain. But Dr. M. L. Hoff- 
man, the New York Times correspondent in Tor- 
quay, pointed out some time ago that “it became 
quite clear that even in case the Commonwealth 
Governments would release Great Britain from its 
commitments, London would not go along.” 

Obviously the planners in the Labor Government 
are either opposed in principle to an ultilateral ex- 
change of goods and favor “guaranteed” markets, 
or they are deliberately pursuing ‘‘economic nation- 
alism” to avoid being accused of ‘“‘selling out the 
Empire.” But as the London “Economist” com- 
ments, they are not “earning the reputation of re- 
discovering the Empire, but the will and capacity 
to live on its back. The end of the road is the dis- 
ruption of the Commonwealth.” 

The “Economist” statement refers to the situa- 
tion that has been developing within the sterling 
area during the past year. It is briefly this: Since 
the outbreak of the Korean war, the Commonwealth 
countries other than Great Britain (and Canada) 
have been earning dollars for wool, rubber, tin, 
cocoa, and other raw materials at the unprecedented 
rate of $1.5-$2.0 billion a year. With London acting 
as the banker of the sterling area, these dollars are 
being turned over to the “dollar pool” against pound 
sterling credits in London. Currently these balances 
due to various Commonwealth countries reached a 
record level of nearly £3.9 billion. 

The big question is how long the Commonwealth 
countries will be satisfied to go on accumulating these 
sterling credits balance in the face of their require- 
ments of capital and consumer goods. The outcome 
of the Torquay talks suggests that they are to be 
allowed to spend their earnings neither in Britain 
—which needs to rearm—nor outside of the sterling 
area in the United States. Both Australia and South 
Africa are getting restless about the matter. Says 
the “London Banker’, ‘“‘the next few months may 
see not only the sowing of some thorny problems 
for the future, but the burgeoning of tensions that 
could otherwise have been suppressed” (meaning by 
a more conciliatory attitude in Torquay.) 


No New Agreement With Cuba 


Unwillingness to modify the Imperial tariff struc- 
ture may be given as a general reason for not reach- 
ing a new tariff agreement with Australia, New 
Zealand, and South Africa. Negotiations with India 
were also fruitless. Outside of the Commonwealth, 
the United States failed to reach a new agreement 
with Cuba, largely because the Island wished to 
protect its domestic textile industry. Since there is 
no agreement now, Cuban tariffs on American cot- 
ton and rayon goods in particular may go to such 
heights as to threaten the U.S. textile manufacturer 
with the loss of one of his steadiest and most lucra- 
tive export markets. 

Quite the contrary of the British attitude in Tor- 
quay was Canada’s eagerness to do her share in re- 
storing multilateral trade. The Canadians not only 
negotiated a very extensive trade agreement with 
the United States, but in doing so they have turned 
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AMERICAN TARIFF LEAGUE 








their back on the Imperial tariff preferences by 
abandoning preferential rates on about 50 items 
and “shading” them down on about 260 others. In 
defending their action, the Canadians pointed to the 
restrictiveness of the Imperial preferences and 
stressed their rights to obtain the goods, with re- 
armament looming, where they can be freely ob- 
tained. The Dominion still retains Imperial prefer- 
ences on some 800 to 1,000 items entering interna- 
tional trade, and hence will look to the Empire for 
a market for many of her products. 

The concessions that the Dominion extended to 
the United States will affect nearly $300 million of 
our exports and some 260 items ranging from steel 
and iron manufactures, machinery, chemicals, rub- 
ber products, and office equipment to electric house- 
hold appliances. The tariff reductions were small— 
from 2.5 to 3.5% ; moreover, many articles may not 
be available for export in desirable quantities. 

In return we gave (Please turn to page 327) 











TABLE I 


Trade Treaties Listed 





Seven months’ work at Torquay has achieved a vast network of | 
trade treaties among nations accounting for about 80 per cent of | 
world trade. Here is a list of countries participating in the negoti- 
ations and the number of bilateral negotiations completed by each: 


Australia 6 , Indonesia 8 
Austria 23 | Italy 16 
Benelux 9 | Korea 5 
Brazil 2 | New Zealand a 
Canada 16 | Norway 16 
Ceylon 2 | Pakistan 5 
Chile 4 | Peru 12 
Czechoslovakia 7 | Philippines 16 
Denmark 18 | South Africa 10 
Dominican Rep. 3 | S. Rhodesia 4 
Finland 5 | Sweden 16 
France 17 | Turkey 20 
Germany 22 | United Kingdom 9 
Greece 4 United States 17 
Haiti 2 Uruguay 4 
India 8 | - 
Grand Total 147 





NOTE: Trade treaties negotiated in 1947 in Geneva numbered 123; 
in Annecy 147 treaties were effected. 
(Credit The Christian Science Monitor) 
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FIVE COMPANIES 
WITH BIG ORDER 
BACKLOGS 


SELECTED BY OUR STAFF 


J, spite of current uncertainties about the 
nearer term business outlook and the various soft 
spots which have appeared mainly because of hesi- 
tant consumer buying, general industrial activity 
remains at a high level and promises to continue so 
for an indefinite period. An important reason for this 
is not only the mounting outlays for rearmament but 
also the expansion program for industrial prepared- 
ness which is bound to assure for some time virtual 
capacity operations in capital goods industries. This 
prospect finds expression in the high order backlogs 
of most companies in these fields, which in turn points 
to well sustained operations not only for the balance 
of this year but well into 1952. 

Companies so situated enjoy an advantage over 
many consumer goods producers which are already 
feeling, or soon will feel, the restrictive impacts of 
output curbs on civilian goods, of lagging consumer 
demand and other factors militating against smooth 
and profitable operations. Because of the essential 
nature of their production, capital goods industries 
also have less to worry about difficulties in obtaining 
needed raw materials since any pinch should be 
quickly eased by priority allocations. Large order 
backlogs per se are of course no absolute guarantee 
of higher net profits but they should enhance the 
prospect of satisfactory earnings even under forth- 
coming tax conditions, particularly if the order back- 
logs center largely on lines of regular production 
rather than military goods carrying smaller profit 
margins. 

For the consideration of our readers, our research 
staff has selected five companies which by virtue of 
large order backlogs, and the nature of such backlogs, 
hold above average promise for satisfactory earnings 
in the months ahead. Their operating prospects are 
excellent, profit margins should be adequate, and tax 
impacts should not be unduly burdensome. 
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AMERICAN BRAKE SHOE COMPANY 


BUSINESS: This company manufactures brake shoes, castings, railroad track 
fixtures and many other items mainly for railroads but increasingly also 
for many other industries which took almost half of last year’s output. 


OUTLOOK: With the increasing rate of business activity and railroad traffic, 
shipments and orders have mounted substantially, first quarter sales totalling 
$37.7 million compared with $21.5 million a year ago and $34.8 million 
in the final 1950 quarter. Unfilled orders increased since the first of the 
year from $42 million to $57 million, highest in the company’s history. 
As previously in war time, company expects to produce quantities of shell 
parts and other military equipment but no substantial conversion of facilities 
is indicated. Adjusted to the 10% stock dividend paid in January, 1950, 
net earnings came to $4.70 a share. Despite the impact of higher taxes, 1951 
per share net could be in the neighborhood of $4.50 a share. First quarter 
net profits, though subject to the over-all ceiling tax rate of 62%, were 
$1.37 a share compared with $1.73 earned in the final 1950 quarter and 
$0.71 in the first quarter of 1950. The use of the LIFO inventory method 
resulted in a reduction of $472,000 before taxes in the quarter’s earnings. 
Postwar expenditures for plant and equipment of $30 million should con- 
siderably enhance the company’s production and earnings potential and 
further capital outlays are foreseen in 1951. Finances are ample with 
working capital over $29 million. A 4% convertible preferred issue pre- 
ceeds the common stock. 


DIVIDENDS: Common dividends have been paid without interruption since 
1902. 1950 cash payments consisted of four quarterlies of 50c each and a 
special of $1. A quarterly of 60c was paid in March and should continue. 


MARKET ACTION: Recent price--39 compared with a 1951 range of High— 
44¥e, Low—3712. Indicated yield is 6%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

1940 1950 Change 
ASSETS (000 omitted) 
Cash and Marketable Securities $ 4,409 $ 9,045 +$ 4,636 
Receivables, Net ........................ 4,515 14,509 + 9,994 
Inventories & a satus 6,442 12,615 + 6,173 
TOTAL CURRENT ASSETS eviaies 15,366 36,169 + 20,803 
Net Property ............... ; ees 13,871 36,145 + 22,274 
NI 5s anos Gesies tp Fou svecccaacntentveneeens : 4,195 1,993 — 2,202 
NINN co cshcsccssiadstdunceidesascie ast 1,739 2,818 + 41,079 
TOTAL ASSETS .... rr $77,125 +$ 41,954 
LIABILITIES 
Accounts Payable riveosaae $ 1,560 $ 5,831 +$ 4,271 
Accruals Pacha saces sissies awe 1,634 1,858 + 224 
Accrued Taxes ................. eeeaeconeue : 6,007 + 6,007 
TOTAL CURRENT LIABILITIES ..... : 3,194 13,696 -+ 10,502 
NN soso cis cscses ches vasenseossecs ove cuenes 750 - 750 
Preferred Stock ..................... eae 5,463 19,788 + 14,325 
Common Stock. ................. posuitdabes : 12,545 28,998 + 16,453 
EE een eee cp seutosiv uae susie 13,219 14,643 ao 1,424 
TOTAL LEABILITIES. ........0..00:0000.c00ccc0000:0000 & BBW $ 77,125 +$ 41,954 
WIRING CAPITAL ncicciccsscccccsscccssccsnescsss» . $ 12,172 $ 22,473 +$ 10,301 
CURRENT RATIO. ...:..0.0.5c.0icc.0000500850 ; 49 2.5 — 24 
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THE BABCOCK & WILCOX COMPANY 


BUSINESS: This is a leading manufacturer of boilers and equipment for 
utilities, marine and heavy general industrial installations and all types 
of tubes for boilers and industrial uses. 


OUTLOOK: Indicative of the company’s favorable operating outlook is the 
order backlog which at the year-end totalled $202.5 million against $101.1 
million at the end of 1949. A considerable portion of these unfilled orders 
will not be completed before 1952. Only a small part thereof is for direct 
war or defense purposes but a very large proportion is for the production 
of electric power and for industries which will be directly or indirectly 
engaged in defense work. Escalator clauses in all long term contracts furnish 
protection against any future cost squeezes. With the company’s EPT exemp- 
tion base high, the tax impact should not be unduly burdensome. Out of 
1950 pre--tax earnings of $18.1 million, Federal taxes took $8.17 million 
including $700,000 for EPT. Because of the excellent operating outlook, 
1951 earnings despite higher taxes may exceed last year’s per share net 
of $6.70, helped by absence of a 1950 strike which impaired operations 
at the important Barberton plant, and by plant additions and improvements 
for which $3.32 million were spent last year and an additional $6.1 million 
are scheduled this year. Moreover, development of new processes has promis- 
ing longer term implications. Finances are sound, with working capital at 
the year-end at $44.4 million. After the 2-for-1 split last November, 1,411,116 
common shares are outstanding. 


DIVIDENDS: 1950 payments were equivalent to $4.50 a share on the split 
stock and so far this year, three quarterlies of 50c each were paid. Occa- 
sional extras are again expected. 


MARKET ACTION: Recent price—37 compares with 1951 range of High— 
4312, Low—3414. The indicated 5.3% yield on the regular dividends should 
be increased by extras. 

COMPARATIVE BALANCE SHEET ITEMS 


December 31 











1940 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities ......... $ 4,313 $ 15,421 +$ 11,108 
Receivables, Net ................... 8,027 21,903 + 13,876 
Unbilled Shipments ................ 2,448 12,934 + 10,486 
Inventories ... ceaies 9,076 17,820 + 8,744 
TOTAL CURRENT ASSETS . : 23,864 68,078 + 44,214 
UE RONEN oocisccccecscsrsccncesntssese 6,996 16,382 + 9,386 
Investments ...................00005. 3,670 6,123 + 2,453 
Other Assets se 044 213 + 169 
TOTAL ASSETS . $ 34,574 $ 90,796 +$ 56,222 
LIABILITIES 
Accounts Payable ............. $ 3,456 $ 5,668 +$ 2,212 
eos scatiacisvaaseatcnens 3,897 8,715 + 4,818 
Ci, oe : 2,784 9,241 + 6,457 
TOTAL CURRENT LIABILITIES ...................... 10,137 23,624 + 13,487 
Reserves ..... : 366 2,000 + 1,634 
Capital Stock oa 17,400 29,097 + 11,697 
MATE 25a sine ccctssecaunticxsscscécerer evseegetibedddeon 6,671 36,075 + 29,404 
WI CUI cicses tc sseccssescinesermncosersnsnve $ 34,574 $ 90,796 +$ 56,222 
WORKING CAPITAL ....... aces siaastantet $ 13,727 $ 44,454 +$ 30,727 
CUREIEE TNO os iicniencscccccscssiceseiesncecesenssses 2.3 2.8 + & 
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PULLMAN INCORPORATED 


BUSINESS: Pullman is the world’s largest builder of freight and passenger 
railway cars through its subsidiary, Pullman-Standard Manufacturing Co. 
Another subsidiaryy, M. W. Kellogg Company, is a promising engineering 
and construction firm. Acquisition of Tralmobile Co., important manufac- 
turer of trailers, has just been announced. 


OUTLOOK: The heavy volume of new business booked during the first 
quarter of 1951 brought total unfilled orders to about $350 million, reflect- 
ing the vigorous upturn in railroad freight car buying and also including 
some defense work which will likely increase further. An important part of 
Kellogg Company’s activities is the designing and construction of oil refin- 
eries including plants for production of synthetic liquid fuels from coal. 
Pullman-Standard’s order backlog for freight cars at the year-end totalled 
45,000 units, highest in history and should since have further increased. 
While the steel supply situation may not permit achievement of an industry 
goal of 10,000 freight cars monthly, production should remain around 7,500 
units a month wherein Pullman-Standard should share substantially. Reflect- 
ing the upturn in business after a dull 1949 when car building lagged, the 
company last year earned $4.49 a share compared with $2.42 in 1949. 
First quarter 1951 earnings were 83c a share against 43c last year. Com- 
pany’s EPT cushion is good; only $195,000 for EPT was charged against 
first quarter pre-tax earnings of $3.84 million. Cash resources are unusually 
large, bolstered by the proceeds from the sale of company’s sleeping car 
business a few years ago. 


DIVIDENDS: Quarterly dividends are at the rate of 50c and last year, a 
$2 extra was paid, making total disbursements $4 a share. Some extra 
this year is expected. 


MARKET ACTION: Recent price—435 compared with a 1951 range of High— 
4814, Low—41%4. The 442% yield on the regular dividends should be in- 
creased by an extra payment. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 March 31 
1947 1951 Change 

ASSETS (000 omitted) 

Cash $ 19,393 $ 14,070 —$ 5,323 
Marketable Securities 17,378 61,639 + 44,261 
Receivables, Net 26,814 16,108 — 10,706 
Inventories 92,395 42,942 — 49,453 
Other Current Assets 624 — 624 
TOTAL CURRENT ASSETS 156,604 134,759 — 21,845 
Net Property 33,510 30,054 — 3,456 


Investments 892 062 — 830 


Other Assets 5,543 7,137 1,594 
TOTAL ASSETS $196,549 $172,012 —$ 24,537 
LIABILITIES 
Accounts Payable $ 18,820 $ 14,666 —$ 4,154 
Accruals 3,052 — 3,052 
Accrued Taxes 5,728 9,475 + 3,747 
TOTAL CURRENT LIABILITIES 27,600 24,141 — 3,459 
Reserves 14,192 22,020 + 7,828 
Other Liabilities 20,569 — 20,569 
Capital Stock 106,337 87,680 — 18,657 
Surplus 27,851 38,171 10,320 
TOTAL LIABILITIES $196,549 $172,012 —$ 24,537 
WORKING CAPITAL acd ... $129,004 $110,618 —$ 18,386 
CURRENT RATIO . : attics 5.6 SG 2 a eta 
303 
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SIMONDS SAW AND STEEL COMPANY 


BUSINESS: This is an old-established manufacturer of cutting tools, abra- 
sive products and steel specialties, all essential to a wide range of industries, 
both defense and defense-supporting. 


OUTLOOK: Continued high demand and a heavy backlog of orders point 
to excellent business this year and beyond. At present, all divisions are 
operating at capacity with plants running two full shifts six days a week. 
To satisfy increased demands, the company has undertaken a $4 million 
expansion program to be financed out of retained earnings. The program 
should be half completed by mid-1951, and fully completed within a year 
and a half. Increased manufacturing efficiency should result and it is 
expected that the company will then be in even stronger position to meet 
the demands of a defense economy. Since company products, for the most 
part cutting tools, are virtually the same whether used in civilian or defense 
business, no important conversion problem arises. First quarter sales of $12.5 
million set a new record and produced a per share net of $2.84 compared 
with $1.63 a year ago. Full 1950 net was $9.76 a share compared with 
$3.45 in 1949. 1950 sales may set a new high of better than $46 million 
against last year’s $35 million. Though higher taxes and costs may offset 
the benefits of increased sales, 1950 per share net should not vary much from 
last year’s excellent results. Finances are strong, with current liabilities on 
March 31 of $5.6 million amply covered by $6.1 million of cash and Gov- 
ernment securities. The capitalization is simple, consisting solely of 497,000 
shares of common stock. 


DIVIDENDS: Dividends have been paid steadily since 1933, with disburse- 
ments fairly generous. Last year, a total of $4 was paid and the same is 
expected this year in view of the favorable earnings trend. Quarterlies 
so far were 60c and 70c, respectively. 


MARKET ACTION: Recent price—4834 compares with a 1951 range of High— 
53%, Low—4114. The indicated yield is 8%. 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 March 31 

1940 1951 Change 
ASSETS (000 omitted) 
Cash ‘ $ 1,392 $ 4,100 +$ 2,708 
Marketable Securities 2,009 2,030 -}- 021 
Receivables, Net 1,315 4,907 + 3,592 
Inventories 3,046 9,430 + 6,384 
TOTAL CURRENT ASSETS 7,762 20,467 + 21,705 
Net Property 4,821 7,975 + 3,154 
Investments 170 a 170 
Other Assets 120 461 + 341 
TOTAL ASSETS $ 12,873 $ 28,903 +$ 16,030 
LIABILITIES 
Accounts Payable $ 253 $ 1,656 +$ 1,403 
Accruals ; ; 061 581 ot 520 
Accrued Taxes ; 1,274 3,421 + 2,147 
TOTAL CURRENT LIABILITIES 1,588 5,658 + 4,070 
Reserves 038 Sie — 038 
Capital Stock . 2,982 Ll ree 
Surplus .......... 8,265 20,263 + 11,998 
TOTAL LIABILITIES ye woes 1287S $ 28,903 +$ 16,030 
WORKING CAPITAL ....00000.0000.000.0004. ane eye $ 14,809 +$ 8,635 
col. || | |: aes Penne 5.1 3.6 — 415 
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UNITED ENGINEERING AND FOUNDRY COMPANY 


BUSINESS: This company is a leading designer and builder of rolling mill 
machinery and equipment, and through subsidiaries, of crushing machinery 
for the paint, stone, fertilizer and other industries as well as of printing 
machinery rolls and parts for paper making machinery. 


OUTLOOK: Reflecting large orders for steel mill equipment in connection 
with the major expansion of the steel industry, substantial earnings are 
indicated for 1951. Unfilled orders which January 1 amounted to $62 million, 
by April had risen to over $96 million or about 11 times last year’s sales 
of $66.8 million which despite higher taxes produced per share net of 
$6.39 compared with $6.83 earned in 1949. Considerable modernizing and 
improvement in plant efficiency has been done during 1950 at a capital 
outlay of $1.2 million, the effect of which should find full reflection in 1951 
operations. An interesting feature is last year’s change from a predomi- 
nantly foreign to a predominantly domestic market, reflecting declining 
foreign orders and concentration on the needs of the domestic steel industry. 
With a further increase in sales indicated, higher taxes are bound to affect 
net profits but the company’s EPT shelter is relatively favorable and should 
permit continued high level earnings. Last year, EPT amounted to $511,000 
compared with $4.44 million paid in Federal income taxes. Finances are 
fully adequate with working capital at the year-end $11.2 million as against 
$10.8 million at the end of 1949. Capitalization is simple, only 7,323 7% 
preferred shares preceding the common stock issue of 820,746 shares. 


DIVIDENDS: Company has an unbroken dividend record for the 50 years 
of its existence. Payments last year totalled $4, consisting of four quar- 
terlies of 75c each and an extra of $1. The regular $3 dividend appears 
assured, with a possible extra. 


MARKET ACTION: Recent price—48 compares with a 1951 range of High— 
5414, Low 48. The yield on the regular dividend is 6.2%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 








1940 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 5,561 $ 6,363 +$ 802 
Receivables, Net 2,689 9,583 + 6,894 
Inventories ¥ 3,739 16,797 + 13,058 
(Less) Adv. Billings o on contr. .. (CR) 1,948 (CR) 10,589 + 8,632 
TOTAL CURRENT ASSETS 10,041 22,163 + 12,122 
Net Property ...... 5,358 10,030 + 4,672 
Investments A 030 715 + 685 
Other Assets .................. . ' 168 1,433 + 1,265 
TOTAL ASSETS $ 15,597 $ 34,341 +$ 18,744 
LIABILITIES 
Accounts Payable , $ 1,048 $ 2,991 4+$ 1,943 
Accruals 360 2129 + 1,769 
Accrued Taxes be tasaeecl 2,360 5,818 + 3,458 
TOTAL CURRENT LIABILITIES Ae ee 3,768 10,938 + 7,170 
Reserves 748 _— 748 
Preferred Stock 807 732 - 075 
Ce a 4,104 4,104 Sas 
Surplus .... Se ee 6,170 18,567 + 12,397 
TOTAL LIABILITIES $ 15,597 $ 34,341 +$ 18,744 
WVORRING CAPITAL ..5..cccisscscssscccscsscssesesos. $ 6,273 $ 11,225 +$ 4,952 
| a : 2.7 2.0 — a 
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HUDSON ¢ PACKARD « STUDEBAKER 


By GEORGE W. MATHIS 


_ the first time in a decade, normal com- 
petitive conditions have been restored in the auto- 
mobile industry. This means that you can walk into 
a dealer’s salesroom and select the type of car you 
would like to have, the color you wish and the num- 
ber of accessories you want included. You may de- 
mand immediate delivery or you may specify any 
date convenient for you—and you may expect all this 





without payment of a premium of any kind. In fact, 
in the case of many makes and models you may rea- 
lsonably anticipate generous allowances for your old 
car. Substantial discounts are not unusual on less 
popular makes. 

Manufacturers have been preparing for this re- 
turn to a once familiar keenly competitive struggle 
for business, but the readjustment promises to prove 
more serious for distributors than for their suppliers. 
It may be difficult for sales personnel to face the dis- 
agreeable prospect of having to give up fancy profits 
on accessories as well as on used cars traded in as 
down payments. In fact, in the case of less popular 
makes, dealers may be compelled to give up a part 
of their normal margins in the form of larger than 
usual allowances for old cars. This phase of the re- 
adjustment provides the theme for discussion in this 
article. How will independent manufacturers fare in 
the coming battle for the consumer’s automobile dol- 
lar? In surveying this question, we shall examine 
particularly the three prominent independents—Stu- 
debaker, Hudson and Packard. 

1951 
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Independents? 





Although automobile production has 
been slackening in recent months, gen- 
erally curtailment had been attributed 
to shortages of steel and other essential 
materials. The recent announcement of 
Hudson Motor in suspending opera- 
tions for about three weeks through the 
end of May and early June—that the 
action was being taken “in order to ad- 
just inventories to balance with de- 
mand,” called attention to an unex- 
pected slackening in sales. This manu- 
facturer indicated that upon resump- 
tion of operations, considerably fewer 
employees would be needed. Output 
already had been cut back from 120 units an hour 
early in the year to about 40 an hour. Some inde- 
pendents appear to have reduced quotas fully as much 
as Hudson if not more so. 

Before discussing the three individual companies 
in some detail, it may be well to examine basic causes 
of the impending readjustment and to sketch briefly 
prospects for the industry under today’s abnormal 
conditions. For it must not be forgotten that even 
though competition has returned to a prewar basis, 
various credit restrictions and other government con- 
trols present definite handicaps that have a bearing 
on earnings, dividend policies and other factors of 
importance to investors. 

There are two principal reasons for the contra- 
seasonal dip in sales. In the first place, purchase of 
motor cars on an installment basis has been made 
extremely difficult by tightening of credit restrictions 
under Regulation W. This measure promulgated by 
the Federal Reserve Board as part of the govern- 
ment’s program for diverting essential materials to 
armament plants requires a down payment of one- 
third of the selling price and completion of payments 
in fifteen months. Inasmuch as motor cars have ad- 
vanced considerably in price in the last ten years, an 
initial payment of $500 to $800 is a sizeable problem 
for most families. Moreover, monthly installments of 
$75 and more would present a burden for a large 
percentage of potential buyers in these days of high 
living costs. Thus, persons who might undertake the 
purchase of a new car if the financing could be ex- 
tended over a period of three years, as formerly, now 
hesitate to assume an obligation that may prove 
unmanageable. 


At Least Temporary Saturation of Demand 


In the second place, the actual need for additional 
transportation is less urgent than for many years. 
A great many individuals who had contemplated the 
purchase of automobiles within a reasonable time 
rushed to place orders with dealers soon after the out- 
break of Korean hostilities last summer when it 
seemed possible that production of civilian cars might 
be halted. Thus sales boomed in the last six months of 
1950 and the potential new car market was largely 
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able to capture the percentage of 
total business that they have held 
in recent years. This seems doubtful. The “Big Three” 
have the strongest and most aggressive distributors 
and dealers. Moreover, under conditions in which 
prompt delivery can be promised the large companies 
hold a distinct advantage. Because labor costs have 
been standardized to such an extent among virtually 
all manufacturers, the independents will find com- 
petition on a price basis more difficult than before the 
war when manufacturers as well as dealers were 
able to work on narrower margins. 

Economic conditions having a bearing on the 
automobile business have changed considerably in 
the last ten or twelve years and these cannot be ig- 
nored in appraising the effects on independent manu- 
facturers, especially the three under consideration 
here. As pointed out previously, 
costs have risen. The popular 
models such as Chevrolets, Fords 
and Plymouths now sell in a price 
area that before the war was re- 
garded as an average range for 
“thigh priced” cars, such as Buicks, 





STUDEBAKER CORP. 
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tered their habits. There is little doubt that this has 
proved a factor in hampering sales of Packard. Un- 
doubtedly, many families that would have chosen a 
Packard in the 1920’s and could well afford to use 
an expensive car nowadays deliberately drive a popu- 
lar priced model so as not to be conspicuous. 
Because Studebaker has a model priced to compete 
with the “big three,” its showing last year was su- 
perior to that of either Hudson or Packard. Resistance 
to price advances and a shift in emphasis from high 
priced to more moderately priced cars accounted for 
a decline in Packard’s sales. Hudson boosted volume 
2.9 per cent by introduction of a lower priced line, 
but this gain was well below the industry average 
of 30 per cent. Studebaker (Please turn to page 323) 
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Packards, Chryslers, etc. At the 
same time, because personal in- 
come tax rates have zoomed, po- 
tential buyers of “high priced” 
cars either have felt poorer and 
have made their cars last longer 
or they have lowered their stand- 
ards. In short, the potential mar- 
ket for cars of the $2,000 to $3,000 
class (double the figures of ten 
years ago) has shrunk, while that 
featuring so-called “low priced” 
cars has expanded in line with a 
growing population and an im- 
provement in national income. 
Moreover, social conditions have 
changed a great deal in the last ten 
or fifteen years. As an illustration, 
it no longer is popular to be con- 
sidered “rich.” Widespread criti- 
cism of wealthy families has al- 
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Price-Dividend | 


Ratios 
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 - have been times in recent market 
history when price-earnings ratios, normally a use- 
ful aid in appraising the level of stock prices, seemed 
to have lost some of their usefulness. This was par- 
ticularly true in the immediate postwar years when 
many corporations retained a large share of their 
earnings so as to finance expansion. As a result, a 
large share of net profits was not available for 
dividends. 

To the income-minded investor, net profits as such 
naturally lost some of their luster regardless of how 
impressive they were. After all, it’s dividends that 
count, and not so much reported earnings of which 
the investor gets only a modest share. Because earn- 
ings were not indicative of the prospect for divi- 
dends, stocks generally — despite constantly rising 
postwar profits — sold at relatively low multiples of 
reported earnings, more often than not at the lowest 
ratios in history despite the rise that had taken place 
in share prices particularly over the past two years. 

Price-earnings ratios have been low, during earlier 
post-war years because investors received only a 
limited share of profits in the form of dividends. 
They are still low, and might even go lower because 
investors feel that the “quality” of earnings is poor 
and the earnings outlook is becoming more uncertain. 

The former particularly applies to 1950 earnings, 
inflated as they were by non-recurring inventory 
profits in many cases. Another factor is that deple- 
tion allowances have become more inadequate be- 
cause of the rise in prices which has lifted replace- 
ment costs of fixed assets—hence reported earnings 
may actually be overstated in varying degree. As to 
future earnings, the outlook is admittedly clouded 
by tax impacts and the shift to a semi-war economy. 

In the circumstances, price-earnings ratios are 
held by many to be of doubtful value at this time. 
It is different when it comes to price-dividend ratios, 
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that is the relation- 
ship between stock 
prices and dividends 
paid, the tangible re- 
ward which stock- 
holders are getting or 
expect to get. 

Here, too, we find 
that ratios are rela- 
tively low compared 
with the historic 
record. A chart pre- 
pared by the Cleve- 
land Trust Company 
and reproduced with 
this article shows that 
since mid-1947, stock 
prices as multiples of 
| dividends, that is 
price-dividend ratios, 
have been moving dis- 
tinctly in the bottom 
area of the long term 
range pattern. In 
April, the average 
price of all dividend- 
paying stocks regu- 
larly traded on the 
New York Stock Ex- 
change was 16.2 times 
the average of their 
dividends. A year ago, 
the ratio was 15.8, 
dropping to 14.9 in July 1950 when prices declined 
sharply following the outbreak of war in Korea. 

While they advanced thereafter, they nevertheless 
kept within a narrow range; the highest ratio is 
16.7 in February this year, the lowest 15.0 in Decem- 
ber 1950. At no time did the ratio even faintly ap- 
proach the peak ratio of around 28 that prevailed 
just before the market decline in 1946. That of course 
was an all-time high not even reached during the 
roaring 1920s. At the bull market top in 1929, the 
ratio was no higher than about 27. At the bottom of 
the depression of the early 1930s, it dropped to 
about 8. 


Ratios Are Low Compared With Previous Bull Markets 


These of course are extremes. Traditionally, one 
might say, the average price-dividend ratio of com- 
mon stocks has been around 17, in other words they 
sold at seventeen times their dividends, which might 
be considered the long term average. Since as late as 
April, the average ratio was no higher than 16.2, it 
might be concluded that stocks are by no means over- 
valued. In fact, compared with previous bull market 
periods, the ratio is distinctly on the low side. 

One primary reason why this is so is doubt 
whether the larger dividend payments which stock- 
holders received in 1949 and 1950 will continue, par- 
ticularly in the face of EPT and higher corporate 
income taxes but also in the absence of last year’s 
non-recurring inventory profits and other factors 
that bolstered 1950 corporate earnings. What the 
market looks for is not only future profits but divi- 
dend prospects as well and in this respect, the past 
record and dividend policies of a company is by no 
means ignored. Hence the considerable variation 
among individual price-dividend ratios as shown in 
the accompanying tabulation. 
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For purposes of comparison, we have 
listed in this table a cross-section of com- 


STOCK PRICES AS MULTIPLES OF DIVIDENDS 





panies in various major industries, with 
price-dividend ratios mainly based on 
1950 dividends. Admittedly 1950 divi- 





dends are far from secure in many cases, 
but since this factor of doubt exists \ M 
pretty much all around, this should not |. \ 
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unduly detract from this study as far as ed 
comparative purposes are concerned. 








Actually the degree of doubt finds re- . 
flection in the ratio itself. | | 
Among leading aircraft manufactur- 





ers, the price-dividend ratio ranges be- ° 
tween roughly 10 and somewhat over 15 
on basis of recent market prices, with 





the majority coming close to the general 
average of 16.2 formerly cited. The rela- 

tively high ratio in the case of Boeing, LULL 
eo 
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Douglas and United Aircraft reflect last 
year’s modest dividend pay-out in rela- 
tion to earnings. In the face of high level activity 
guaranteed by huge military order backlogs, the 
safety of these dividends can hardly be questioned, 
hence they are more liberally discounted marketwise. 
Curtiss-Wright has the lowest ratio—only 10.3 times 
the $1 dividend paid last year which moreover was 
not fully covered by earnings of 77 cents. While 
1951 profits should be vastly improved, the past earn- 
ings record has not been impressive, hence the stock 
sells at such a low ratio. 

In the automobile group, abnormally low price- 
dividend ratios abound, with the average about 7.5. 
The reason is plain; few anticipate dividends to con- 


true of many auto accessories companies which face 
the same uncertainties as the auto makers. But here, 
too, we find exceptions. Smith (A. O.) Corp. sells at 
a ratio of 22.5 due no doubt to the fact that last 
vear’s modest $1.60 dividend (out of earnings of 
$7.46) can hardly be in danger, in fact may be im- 
proved upon. In the case of Electric Auto-Lite, earn- 
ings could drop a great deal from last year’s $11.15 
a share before imperiling the $3.75 dividend. 
Price-dividend ratios of leading building materials 
companies as listed are somewhat below the average 
but a good deal higher than those of the automobile 
manufacturing companies, reflecting less doubt about 

































































tinue at last year’s exceptional levels. The same is dividend stability. One (Please turn to page 326) 
Selected Samples of Price-Dividend Ratios | 
Dividends Price- Dividends Price- Dividends Price- | 
Price Paid Dividend | Price Paid Dividend | Price Paid Dividend 
5/29/51 1950(a) Ratio | 5/29/51 — 1950(a) Ratio | 5/29/51 1950{a) —_—Ratio 
— | Bas pres i A DE 
AIRCRAFT | ELECTRICAL PRODUCTS RAILROAD EQUIPMENT } 
Boeing 44 $3.00 14.7 | Cutler-Hammer 321% 2.40 13.4 | Amer. Locomotive 19%8 1.50 | 
Curtiss-Wright 10" 1.00 10.3 | General Electric 52% 3.80 13.9 | Gen. Am. Transport... 5114 3.00 17.1 
Douglas 94% 6.25 15.1 | Maytag 15% 2.00 7.6 | Pullman 44 4.00 
United Aircraft 30% 2.00* 15.4 | Westinghouse Elec. 377% 2.00 18.9 | RETAIL—Dept. Stores | 
| FOOD PRODUCTS Allied Stores 4334 3.C0 14.6 | 
| AUTO ACCESSORIES | California Packing 65 5.50* 11.8 | Federated Dept. Strs. 515s 2.62* 19.7 | 
| Borg-Warner 6472 7.00 9.3 | General Foods 4356 2.45 17.8 | Gimbel Bros. 1958 1.00 19.6 | 
| Briggs 3358 3.50 9.6 | Standard Brands 23 1.70 13.5 | Macy (R. H. 3478 2.00 17.4 | 
oe aes a3 y8” 13g | MACHINERY. Agricultural | Penney (J. C.) 67%  3.50* 19.4 | 
sik oa ° : ‘| Allis-Chalmers 4453 3.25 13.7 | RETAIL—Mail Order | 
Smith (A. O.) Corp. 36 1.60 22.5 | Deere 61 5.50 11.1 | Montgomery Ward 69 3.00 23.0 | 
AUTOS Int'l Harvester 32% 2.00* 16.1 | Sears Roebuck 5312 2.75 19.5 | 
Chrysler 71% 9.75 ye | MACHINERY Industrial | STEEL & IRON 
Genera iotors 4824 6.00 8.1 | Caterpillar Tractor 46\%4 3.00 15.4 | Bethlehem 51% 4.10 12.5 
ear 1576 2.50 6.4 | Fairbanks-Morse 50’ 2.50 20.1 | Jones & Laughlin 2412 1.80* 13.6 
Dicchcitihadaaibiee 1956 2.85 6.9 | Worthington Pump 2512 LY fo. 9.3 | Republic 4072 4.25 9.6 | 
Studebaker 28% 3.35. ~~: 8.6 | METALS—Non-Ferrous Becbindcing Ge IS NS 
| Anaconda 4076 3.00 13.6 TEXTILES | 
BUILDING International Nickel 33% 2.00 16.6 | American Viscose 625 2.50 25.1 
American Radiator 147 1.50 9.9 | Kennecott 73% 5.50 13.4 | American Woolen 3734 1.00 37.8 
Crane Go: 324 2.60 12.4 | Phelps-Dodge 65% 5.00 13.0 | Celanese 48 3.00 16.0 
Johns Manville 5334 3.50 15.4 OILS United Mer. & Mfrs. 1612 Abs 14.3 
Otis Elevator 3634 2.75 13.4 | Gulf Oil 8614 4.00 21.6 TIRES & RUBBER 
U. S. Gypsum 106 10.00 10.6 | Shell Oil 57 3.00 19.0 | Firestone 9014 5.00 18.1 
| Socony Vacuum 287% 1.50* 19.3 | Goodrich 53 2.17 24.4 
CHEMICALS | Standard Oil N. J. 109% 6.25* 16.9 | Goodyear 78 5.00 15.6 
Allied Chemical 67 3.00 22.3 | Texas Co. 8934 6.50 13.8 | U. S. Rubber 62 5.00 12.4 
American Cyanamid. 941 4.62% 20.4 | PAPER | TOBACCO 
Du Pont 937% 5.35 17.5 | Crown Zellerbach 5038 2.20 22.9 | Amer. Tobacco 6138 4.00 15.3 
Monsanto 834 2.622 31.7 | Int. Paper 50"% 3.00* 16.8 | Liggett & Myers 6958 5.00 13.9 
Union Carbide & Car. 57% 2.50 22.9 | St. Regis Paper... 13% 070 189 | Reynolds Tobacco “BY” 33 2.00 16.5 
*—Indicated 1951 cash dividends. (a)—Adjusted to present capitalization. 
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By J. S. WILLIAMS 


he tax exempt status of municipal bonds 
has been under fire at various times from politicians 
and others as an unfair device dreamed up by the 
wealthy to evade their fair share of taxes. Through 
the years, however, the courts have consistently de- 
nied the right of the Federal Power to tax the obli- 
gations of local governments. Indeed under the con- 
stitution, they have had no other choice. 

Be that as it may, “municipals” have been and 
are free from income taxes insofar as interest is 
concerned. On this basis alone, they are a unique 
media for the placement of accumulated funds. In 
general, the higher taxes are boosted by our benevo- 
lent rulers, the more desirable these bonds become. 
As far as the more complex mechanics of investment 
are concerned, the problem is not quite that simple. 

In the first place, it is obvious that any securities 
with such an agreeable feature will tend to sell at 
a price which reflects that advantage. In other words, 
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the proper timing of a pur- 
chase is just as important in 
the municipal market as in 


ligations of our cities and 
states are affected like any 
other security by the unyield- 
ing law of supply and demand. 
The supply fac- 

tor is governed 
primarily by the 
needs of commun- 
ities for such 

] things as streets 


! 


and sewers, 
schools, libraries, 
parks, bridges, 
waterworks, ex- 
tensions, urban 
transit facilities, 
piers and other 
public improve- 
ment projects. 
The volume of bond issuances 
at any given period will de- 
pend on such basic market 
conditions as the prevalence 
of low interest rates, material 
priorities in war time and 
population growth or shifts. Demand, on the other 
hand, is determined first by the overal! supply of 
funds for investment and also by the prevailing tax 
exempt yield compared with the current return on 
high grade corporate and government bonds. 

The majority of municipal bonds are very defi- 
nitely of prime quality, with an historical record 
remarkably free from any defaults in the real sense. 
Where any permanent loss to investors has occurred, 
it has been due to legal mixups rather than to any 
strictly financial factors. (For the most part unjust 
or inequitable assessments have been involved.) 
They vary in quality, of course, and tend to sell at 
a yield reflecting their comparative ratings in this 
respect. 

At the moment, municipal bond prices are not too 
far from their all time highs set in 1946, when the 
famous “Bond Buyers” yield index of 20 bonds and 
11 high grade issues stood at 1.29 per cent and 1.04 
per cent respectively. As of last week, the compara- 
tive figures were 2.05 per cent and 1.86 per cent, 
having reacted consistently during the past month. 
Under present conditions these prices mark a defi- 
nite buying level. 





ae | 


Different Objective—Technique 


This statement is not made in the same sense that 
one would use in speaking of stocks, because the 
informed purchaser in the municipal market uses 
neither the same technique nor does he have the 
same objective. If he, for instance, is looking for 
capital gain he would do better, and undoubtedly 
be more at home, in stocks. But if he has his sights 
set on a certain income for a definite period of time, 
he has come to the right place. 

It is certainly true that if one had the foresight 
to buy long-term tax exempts 20 years or more ago, 
when taxes were a maximum of 25 per cent and 
interest rates were 6 per cent or better, he would 
naturally have a substantial appreciation. The same 
however could be said for other media, much more 


THE MAGAZINE OF WALL STREET 


any other. Then too, these ob- | 
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readily marketable for profit-taking. But all that is 
water over the dam. It will do to keep in mind if 
ever such a situation occurs again. Today we must 
face the facts of a controlled money market, confis- 
catory taxation and probably a permanently low 
level of interest rates. As indicated above, municipal 
bonds fit into this condition like a glove, especially 
as regards individuals in the higher income brackets. 

But the newcomer in this market should be warned 
to walk softly, and consult an expert. Above all, he 
should remember certain basic facts, viz: 

1) These bonds are usually issued in serial form 
so that the investor can choose the number of years 
he wishes to tie up his money and can also know 
in advance what his total return will be. Thus it 
would always be wise to spread the maturities so 
that a certain amount of ready cash will be con- 
stantly available for emergencies or to take advant- 
age of other investment opportunities. 

2) Municipals are generally quoted on a yield to 
maturity basis (as mentioned before) a guaranteed 
return for a stated time would normally be the only 
good reason for buying them at all. When quoted 
in this manner, one can see at a glance whether a 
certain bond fits his scheme of things. 

3) For safety’s sake, nearly all new issues are 
sold with an attached legal opinion by a qualified 
firm of bond attorneys. Where this is lacking, the 
unwary investor may be in for plenty of troubfe 
later on when some irate taxpayer questions the 
offering and takes his gripe into the courts. 

To get back to the 


their tax-free yields with the taxable variety. Also 
included in this appendium is a list of the so-called 
“dollar bonds” which have received much publicity 
in recent years and which have actually served as a 
speculative medium for some “big-time” operators. 
These are bonds which have such a ready and daily 
market that they are quoted as stocks or corporate 
bonds, on a dollar basis. Most of these have one or 
another element of uncertainty about them; are of 
the term variety and hence really not suitable for 
the true municipal investor, and are bought pri- 
marily for the high return they provide and for 
capital appreciation. There have also been short- 
selling operations in this group. (Of this the least 
said the better.) 


“Dollar Bonds” 


Because a majority of these “dollar bonds” are 
in the category of public obligations known as reve- 
nue bonds that are secured by a pledge of earnings 
from some municipal facility such as a bridge, turn- 
pike, waterworks or electric system, it does not 
imply that this particular type of security does not 
constitute a perfectly conservative investment. Reve- 
nue bonds are available as serials in a wide variety. 

Indeed, a glance at the list will show, that for 
some portfolios they may have greater appeal than 
those issues backed by full faith and credit clauses. 
This is so because the market has tended to look 
upon them with a (Please turn to page 323) 














market itself: his- = 
torically it is indeed 
still very high, not 
so inflated as it was 
in 1946, nor even so 


Some Representative Municipals Taken From Dealers’ Offering Sheets, Along 
With Tax Exempt Yields and Their Taxable Equivalents 


The bonds in the following table are listed in groups loosely according to quality as their yields will attest. 
Group III consists of certain good grade revenue issues and Group IV of “dollar” bonds. 








high as it was only 


Equivalent Taxable Yields at 








Basis 
a month ago, before or Dollar += 40% += 60% ~=—« 80% = («90% 
the Federal Reserve Security Yield Price Tax Tax Tax Tax 
Ah a GROUP | 
pulled the plug” in Commonwealth of Mass. 11s, 1959 1.40% 100% 233 350 7.00 14.00 
governments’ and Gen. State Authority of Pa. 1%s, 1960 1.60% 99% 2.63 4.00 8.00 16.00 
caused drastic de- City of Cincinnati, Ohio 134s, 1968 1.65% 101% 2.73 4.12 — 
clines in all bond State of Michigan 1128, 1970.........cccccccccscsssesssssessessecssssecesssneeeses 1.65% 97% 273 4.12 8.2 
vinie But this ‘oak City of Boston, 2s, 1960 1.65% 103 2.73 4.12 8.23 16.50 

p emer are City of Baltimore, Md., 7%es, 1959 1.50% 95 2.50 3.75 7.50 15.00 
that prices are still Boston Metropolitan District 1s, 1979 1.90% 91% 3.16 474 9.50 19.00 
at what might be City of Buffalo, N. Y., 1.70s, 1956 1.35% 101% 2.25 3.38 6.75 13.50 
considered a com- GROUP II 
paratively high level, Fort Worth, Tex. 1%s, 1969 190% 97% 3.16 474 9.50 19.00 
need not seriously New York City 2s, 1956 170% 101% 2.84 4.25 850 17.00 
bother the would-be Pawtucket, R. I., 2%s, 1960 2.20% 102% 3.67 5.50 11.00 22.00 
buver of municinala Oklahoma City, 1%4s, 1965 1.75% 93% 2.91 436 871 17.50 
oe il a oe San Diego Unif. Sch. Dist. 2%s, 1969 2.15% 101% 3.56 5.32 1065 21.50 
if he just follows the Philadelphia Sch. Dist. 2¥%s, 1965 2.00% 103 3.34 5.00 10.00 20.00 
simple rule to pur- City of Pittsburgh, Pa., 1%4s, 1962 . 1.55% 97 2.58 3.87 7.74 15.50 
chase onlv for a sat- City of Saginaw, Mich., 1s, 1966 1.75% 9356 2.92 4.37 8.75 17.50 
isfactorv return or City of Louisville, Ky., 134s, 1973 1.65% 101% 2.74 4.13 8.24 16.50 
. c a 
vield and to invest GROUP III (Revenue Bonds) 
only that amount of Los Angeles Dept. of Water & Pwr. Water Revenue 2s, 1966... 1.85% 102 3.09 4.9] 9.22 18.50 
his surplus funds Metropolitan Water Dist. of So. Calif. 4s, 1970 2.20% 127% 3.67 5.50 11.00 22.00 

eee pius 4 Seattle, Wash., Lt. & Power Rev. 2%s, 1968 2.32% 106 3.87 5.80 11.57 23.20 
which he knows he Saginaw, Mich., Water Rev. 134s, 1967 1.75% 100 2.92 437 8.75 17.50 
can tie up for the . <2 
period of the vari- GROUP IV (Dollar” Bonds) Bid Ask High Low 
ous maturities Chicago Transit Authority 334s, 1978 95 96 103 95 
chosen. New York City 3s, 1980 can 1081 110 120% 108% 

El Th in thi Penna. Turnpike 2.90s, 1988 103% 104% 106 102% 

wsewnere In tnis Mystic River Bridge (Boston) 27%s, 1980 99 101 103 99 
article appears a list 98% 102 % 


of current dealers’ 
offerings, showing 
among other things 
a comparison of 
1951 
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New York Port Authority 2.20s, 1980 


97% 





NOTE: The obligations of any of the above listed municipalities may be obtained in a variety of maturities, Cou- 
pon rates and yields. To obtain taxable equivalents, simply subtract your individual tax percentage from 100 
and divide into the tax free yield of the municipal bond you have chosen. 
































Seasonal 


This column paid its decidedly 
lukewarm respects to “the usual 
summer seasonal rise” a fortnight 
ago. With May now behind, it can 
be added that prospects for the 
1951 summer season are even less 
impressive than they appeared to 
be when our previous comment 
was written. They are best under 
(1) strong bull-market condi- 
tions; or (2) when there has been 
a sharp spring decline. Strong 
bull-market conditions do not ex- 
ist; the May decline ranks as rela- 
tively moderate; and there has 
been an appreciable recovery 
from it which was later reversed. 
Within the three-month period 
June-August, the chances appear 
better for a test, or breaking, of 
the May lows than for even a close 
test of the May highs. 


Groups 


Up to this writing, no stock 
group has bettered its May high; 
but quite a few have remained on 
the softish side. They include coal, 
confectionery, soft drinks, dairy 
products, printing and publishing, 
variety stores, food stores, ship- 
ping, soaps, textiles and tobaccos. 


Depressed 


Comparing present levels with 
prewar, or with 1946 or 1948 
highs, some of the more depressed 
stock groups are metal containers, 
soft drinks, confectionery, glass 
containers, finance companies, 
corn refiners, packaged foods, 
gold mining, lead and zinc, print- 
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ing and publishing, rail equip- 
ment, variety chains, shoes, sugar, 
motion pictures, tobacco and util- 
ities. 


Advanced 


Stock groups which are at much 
more advanced levels, in their 
historical price ranges, than is 
the general market, include air 
lines, liquor and beer stocks, 
chemicals, ethical drugs, fertilizer 
stocks, oil, paper, department 
stores, food chains, mail order 
stocks, video stocks, rayon, and 
rubber fabricators. 


Fair Trade 


Shoppers in the stores do not 
care much whether trade is “fair” 
or “unfair”; and will let Wash- 
ington officials theorize to their 
hearts’ content in predicting the 
revival of inflation before the 
year-end. Right now consumers 
are getting bargains, and flocking 








into at least those stores which 
are cutting prices as a result of 
the Supreme Court decision which 
has freed a great variety of items 
from manufacturer-fixed retail 
pricing. Such price-cutting has to 
become pretty general, for other- 
wise stores which try to hold form- 
er prices will see unit sales nose- 
dive. Of course, it has to end some- 
where above the break-even 
point; but profits of retail com- 
panies are going to be adversely 
affected for the foreseeable fu- 
ture, even though price cuts will 
stimulate unit sales. So far, the 
stock market has paid no atten- 
tion to this new situation. It may 
have to, in due time, in its ap- 
praisal of some retail stocks. Since 
the Administration has professed 
grave concern about inflation, it 
ought to be highly pleased with 
this bit of deflation—but we do 
not hear any real cheers except 
from shoppers. 














Mission Corp. 
Seaboard Air Line R.R. 


Gaylord Container 


| Hercules Motors Corp. 


Louisville & Nashville R.R. 
Marathon Corp. 
Bell Aircraft Corp. 


Ingersoll-Rand Co. ....... : 








International Nickel 


Delw. Lack. & Western 


THE 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 
Mar. 31 Quar. $ .75 $ .12 
4 mos. Apr. 30 3.73 2.85 
Mar. 31 Quar. 1.01 41 
Mar. 31 Quar. 1.03 -06 
. 4 mos. Apr. 30 2.84 1.50 | 
6 mos. Apr. 30 2.83 1.97 
Mar. 31 Quar. 88 41 
Mar. 31 Quar. 2.37 1.94 
. Mar. 31 Quar. 97 54 
. 4 mos. Apr. 30 1.67 -13 
san —— 
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Stocks 


As usual, it is “a market of 
stocks.” Issues which in recent 
days have recorded new highs for 
1951, or longer, include American 
Sugar Refining, Davison Chemi- 
cal, Allied Mills, McKesson & 
Robbins, Northern Pacific, Phoe- 
nix Hosiery, Shell Oil, Thomas 
Steel, West Indies Sugar, Inter- 
national Salt, Intertype, Lone Star 
Cement, and American Natural 
Gas. To cite them is not a recom- 
mendation, but a reminder that 
selection is as much of a problem 
as judging the general trend, if 
not more so. 


Others 


Other stocks which held well on 
the May decline, and which are 
now within close striking distance 
of their previous 1951 highs, in- 
clude Allis Chalmers, American 
Gas & Electric, American Radi- 
ator, Beneficial Loan, Doehler 
Jarvis, Dow Chemical, Hallibur- 
ton, Household Finance, Manati 
Sugar, Oliver Corp., Parke Davis, 
Pfizer, Remington Rand, Roan 
Antelope, Square D, Sterling 
Drug, Thermoid, Thompson Prod- 
ucts, Victor Chemical, and Wal- 
worth. 


Boost 


Even under conditions of peak 
economic activity, the railroads 
lose money on passenger traffic. 
Volume generated by the arms 


program, including troop move- 
ment, will merely reduce the 


losses. In general, long-haul pas- 
senger cars are operating much 
under carrying capacity ; and that 
is most so of Pullmans. In thess 
circumstances, it is a moot ques: 
tion whether the 15% boost in 
sleeping-car and parlor-car fares 
just granted by the ICC will pay 
out. It can hardly do so over the 
long run; for it will divert furthe 
passenger business to the air 
lines. In effect, it is an important 
“boost” for the latter. The air 
lines are operating now at virtual 
capacity on a stable fare basis, 
but can progressively handle more 
business as delivery of the manv 
transports now on order expands 
the fleets. As we pointed out pre- 
viously, air passenger traffic may 
exceed Pullman traffic this vear 
for the first time. In 1950 it was 
46% of combined Pullman and 
air line passenger-miles, com- 
pared with 41% in 1949, 35% in 
1948 and only 11% as recently 
as 1945. This is surely competitive 
growth at a most impressive rate. 
1951 
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It may not forever be as profitable 
as it is now, judging by the long- 
pull history of all previous forms 
of passenger carriage; but it fig- 
ures to become even more profit- 
able at least for 1951 and quite 
likely for 1952. 


Coal 


Instead of cutting depletion al- 
lowances for tax purposes, as de- 
manded by the Administration, 
the House Ways and Means Com- 
mittee has voted to double the 
present 5% allowance for coal 
producers, while at the same time 
providing depletion tax benefits, 
for the first time, in the case of a 
number of less important extrac- 
tive items. Since coal’s 5% rate 
has been glaringly out of line 
with various others, including the 
high 2714 rate in the case of 
oil, the 10% rate is believed to 
have a good chance of remaining 
in the final tax bill. However, un- 
der present competitive condi- 
tions in the coal trade, it will 
benefit even the best-situated pro- 
ducers only moderately, and do 
nothing for many others. The al- 
lowance is 10% of tax-defined 
gross income, but not over 50° of 
taxable net income. Hence, if profit 
is 50 cents a ton, the depletion 
allowance cannot exceed 25 cents 
a ton, regardless of what gross 
income is. Average coal profits 
today probably are nearer 25 
cents a ton, on which the deple- 
tion tax allowance would be 1214 
cents a ton. Companies capable of 
benefitting appreciably are Pitts- 
burgh Consolidation, Island 


Creek, Pond Creek Pocahontas 
and United Electric Coal. For 
basic reasons, coal stocks have 


long been accorded a below-aver- 
age market rating, as indicated 
bv low price-earnings ratios. This 
will hardly be altered more than 
modestly, at best, by any new tax 
deal on depletion. 


Fertilizer 


In the “good old days,” before 
the New Deal, stocks of fertilizer 
companies had little appeal even 
for speculators and none for in- 
vestors. However, the industry 
has been a major beneficiary of 
Government-sponsored farm pros- 
perity. Of course, farm income 
will always be subject to fluctu- 
ation; but probably never again, 
under any Administration, to 
earlier extremes of deflation. So 
the basic position of the fertilizer 
industry has become sounder than 
formerly. The largest company is 
American Agriculture Chemical. 
It has earned money and paid 
dividends every year since 1933. 
Earnings have held on a high 
plateau for the last four years, 
varying only between $6.11 a 
share for the fiscal year ended 
last June 30, and a peak of $6.87 
a share in the 1947-1948 fiscal 
year. Finances are strong, and 
there is nothing ahead of the 627,- 
969 shares of common. stock. 
There have been six boosts in an- 
nual dividend payments since 
1941. Payments in each of the 
last four years have been $4.50. 
As the EPT exemption is high, 
that dividend level seems likely 
to continue. The stock is now at 
56, against earlier all-time high of 
6014; it yields a shade over 8% 
return; and the book value is esti- 
mated at a little over $54 a share. 


Gasoline ; 

The recent gasoline price cut- 
ting in Eastern seaboard states 
has been due partly to moderately 
heavy inventories; partly to the 
competitive effects of Standard 
Oil of California’s bid for a share 
on the eastern market, via its new 
Perth Amboy, N. J., refinery. The 
potentiality for newcomers in this 
market is a matter of company 
judgment, and time will tell. On 

(Please turn to page 328) 

















poe ue car 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1951 1950 
Atlantic Coast Line R.R. 4 mos. Apr. 30 $4.77 $6.66 
Chicago Yellow Cab Mar. 31 Quar. -29 49 
Columbia Pictures Corp. 9 mos. Mar.31 1.15 1.89 
Northern Natural Gas Co. Mar. 31 Quar. 72 85 
Green (H. L.) Co. Apr. 30 Quar. 44 54 
Technicolor, Inc. Mar. 31 Quar. 58 69 
Reynolds Spring Co. 6 mos. Mar. 31 72 77 
Mcintyre Porcupine Mines . Year Mar. 31 3.16 3.46 
Young (L. A.) Spring & Wire 9 mos. Apr. 30 6.26 6.81 
Illinois Central R.R. 4 mos. Apr. 30 3.47 3.69 
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While the Federal Reserve Board anticipates little change 
in its industrial production index for the month of May, there 
is plenty of evidence of the general easing in business which 
rc has been going on. The fact 
is that numerous cross cur- 
rents have a more or less off- 

ee ee setting effect. Thus industrial 
MA. W. S. INDEX order backlogs in May de- 
clined for the third straight 
200 + ) month. Production is easing 
in various areas and while 

4 defense orders have _in- 











Two creased, their effect is not 
WEEKS bei felt t id 
AGO eing felt as yet over a wide 
area of industry. As the Na- 

tional Association of Pur- 

chasing Agents sees it, the 

immediate future seems to 

offer quite gloomy prospects 

for many manufacturers. Ma- 

YEAR terial allocation under the 

AGO Controlled Materials Plan is 


not expected to help much 
in the third quarter. 


Employment reductions, 
both in number and working 
time, are increasing though 
the month of May is normal- 
ly a time of seasonal em- 

ployment gain. While the 
C= change is neither drastic nor 
general in scope, the signifi- 
cant fact is that it is due to a 
combination of lack of or- 
ders, shortage of materials, 
and the time lag in conver- 
sion to defense production. 


Some of this finds con- 
“oe firmation in April statistics on 
1939 manufacturers’ sales and 
new orders. Sales experi- 
enced a small decline from 
their record high in March, 
and so did new orders. But 
since new orders were still 
coming in faster than ship- 
ments, there was an increase 
in order backlogs. And in- 
ventories rose another $1.3 
billion to an all-time high of 


| $37.7 billion. The latter par- 
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ticularly points to marked cross currents, for in many areas, 
inventory accumulation in April must have been tapering off at 
least somewhat. 

An interesting fact is that while part of the new order decline 
was due to seasonal movements, the drop in the case of both 
durable and non-durable manufacturers was 10% more than it 
usually is from March to April. The total picture affords a pretty 
clear idea of the marked change in manufacturing since mid- 
winter. The continued decline in consumer demand is showing 
up in both, larger inventories and reduced new order volume. 


On the price front, pressure on prices has been increasing at | 


virtually all levels, with downward pressure particularly notice- 
able at retail where most stores now do business at less than 
ceiling prices. This certainly helps the Office of Price Stabiliza- 
tion. So does the Supreme Court decision against Fair Trade 
Pacts. The latter, coming—shall we say as a godsend—during 
the present lull in business, has touched off a price war in the 
midst of an armament economy. Certainly the anticipated 
bumping of prices against their ceilings has met with a dramatic 
reversal. For some time at least, the outlook points to stiff retail 
competition with price wars probably spreading. Nevertheless, 
merchants will face a tough battle before long in equalling the 


sales figures swollen by the scare buying rush which followed | 


the outbreak of the war in Korea. 
Academic Price Ceilings 


Even manufacturers, presently engaged in the calculation of 


ceiling prices under various OPS regulations, are only too well | 


aware that they may not be able to sell any great volume of 
their output at ceilings. The retail price wars are bound to exert 
pressure on manufacturers to lower prices. As all this is going 


on, inflation talk has all but disappeared. Where it is still in- | 


dulged in chiefly for political reasons, it falls on unbelieving 
ears. Consumer credit curbs, temporary consumer saturation, 
evidence of industry's ability, despite materials restrictions, to 
turn out more goods than the market can absorb, and impor- 


tantly also—the failure of “real wages to keep pace with | 
higher living costs—are making deflation, not inflation the major | 


issue of the day. 


While the prevailing view is that this will be temporary, 
that the expanding defense program later in the year will again 
result in upward pressure on prices, one can find dissenters with 
this viewpoint. They opine that even a stepping up of arms 
production will not prove sufficient to counteract deflationary 
influences, particularly if the war in Korea should end. Only 
time can prove the correctness, or fallacy, of this opinion. But 
it is a possibility that cannot be ruled out. Straws in the wind 
will be the further course of the inventory situation and the 
size of impending wage increases. 
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The Business Analyst 





MONEY AND CREDIT—In a move designed to appeal to 
investors, the Treasury announced an exchange offer of 
1%% certificates maturing in 92 months, to holders of the 
$1,627 million of 2% bonds called for redemption on June 15 
and the $8,445 million of 1%% notes due on July 1. The 
offering terms were looked upon as generous by market ob- 
servers in view of the fact that a Treasury obligation with a 
call date comparable to the maturity of the new obligation 
yields only 1.66%. The Treasury is determined this time to 
avoid the results of its January refunding when 16% of an 
outstanding certificate issue was turned in for cash. At the 
present time the Treasury has a strong cash balance and 
June tax collections will be high. However, beginning in July 
the Government is expected to show sizable monthly deficits 
as the result of increased defense outlays. The Treasury may 
therefore be forced by deficit financing later in the year in 
addition to the necessity of refunding $19 billion of obliga- 
tions which fall due between August 1 and December 31. It 
therefore appears that the Federal Reserve Board will adopt 
a policy designed to give the banks adequate reserves in 
order to facilitate coming financing needs of the Treasury. 
Bank deposits will expand while existing loans and the demand 
for new money from private borrowers should contract. The 
result should be a stronger bond market this fall. The govern- 
ment bond market has been quiet for the past two weeks with 
prices near the year’s lows. On June 4 the bank ineligible 
21's of 1967-1972 were quoted at 96.26 bid versus a bid of 
96.28 on May 21. Demand deposits of reporting member banks 
on May 23 stood at $49.9 billion, up somewhat from the 
$49.6 billion of two weeks earlier. Total loans (net) on the 
same date were $32.6 billion which compares with a loan 
peak of $32.7 billion on March 28. A year ago these loans 
amounted to $24.7 billion. 


——— —-0 


TRADE—The Supreme Court threw a bombshell into retail 
circles last month when it held “Fair Trade” price-fixing agree- 
ments could not bind merchants who refused to sign such deals. 
As a result, a wave of price cutting of price-fixed, name- 
branded articles started among department stores while buy- 
ers stampeded to grab items sometimes marked down below 
cost. In New York City where the price war started, depart- 
ment store sales boomed. For the week ended June 2, the 
first to reflect the result of lower prices, sales were 25 per cent 
above the comparable 1950 week. Figures for the nation as a 
whole were not yet available but for the previous week, 
country-wide sales had topped the same period a year ago by 
only 3 per cent. Cause of the wave of price cutting could be 
seen in high department store inventories which in April were 
25% above a year earlier. With sales in April and May only 
slightly better than last year, the desire to unload could no 
longer be restrained. 


_— ————---—--9-- $$ _$__$__—__— 


INDUSTRY—The output of the nation’s factories and mines, as 
measured by the Federal Reserve Board’s index of industrial 
production, stood at 222% of the 1935-1939 average in April, 
unchanged from the March levels which had constituted a 
post-war peak. The Board found that May was showing little 
1951 
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change with increased production of defense products com- 
pensating for the declining turn-out of consumer goods. The 
MWS index of business activity was at 187.4 for the week 
ended May 26, virtually unchanged from a week earlier. The 
post-war peak for this index of 190.1 was reached in the 
week ended April 28. 


—O- cecatinaiaaant 


COMMODITIES—With rumblings of peace rumors acting as a 
spur to liquidation, sensitive commodities continued the price 
slide which has prevailed on a wide front since all-time highs 
were recorded in mid-February. The Labor Department's index 
of 28 commodities dropped to 357.4 on June 4, which marked 
a new low for the year. This compares to the 1951 high 
of 392.0 reached on February 16. 


fancies o——_ 





COTTON CONSUMPTION in April averaged 39,766 bales 
per working day versus 45,583 bales daily in March, accord- 
ing to the Census Bureau. Consumption continued to better 
last year’s figures which amounted to 36,135 bales per work- 
ing day in April 1950. 





Essential Statistics 






































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) = May 28 «6 8s 1.06 1.55 (Continued from page 315) 
Cumulative from mid-1940___--_-._ May 416.4 414.0 376.2 13.8 NEW ORDERS booked by FURNITURE 
FEDERAL GROSS DEBT—$b May 28 255 255 256 55.2 MANUFACTURERS in April were 29% be- 
MONEY SUPPLY—$b low March figures and 11% under April 
Demand Deposits—94 Centers____ | May 23 499 494 47.4 261 | 1950. These findings by Seidman & Seid- 
Currency in Circulati May 29 27.5 27.3 27.1 10.7 man, industry accountants, also pointed out 
that cancellations in April really hurt, 
———- amounting to 8% of total orders on the 
New York City—$b May 23 10.0 10.5 9.2 4.26 lee 
ss linthee ionic May 23 15.3 15.6 13.3 7,60 | Pooks at the beginning of the month. Un- 
ee filled orders at the end of April were still 
PERSONAL INCOMES—$b (cd2) Mar. 243 241 219 102 49% above those of a year earlier, al- 
Salaries and Wages__.____ | Mar. 160 159 134 66 though they were 22% below the March 
Proprietors’ Incomes Mar. 47 48 40 23 31 backlog. 
Interest and Dividend Mar. 20 19 18 10 * * ‘ 
Transfer Payment Mar. 12 12 24 3 r 
(INCOME FROM AGRICULTURE) Mar. 19 19 16 10 OUTPUT of TELEVISION SETS during 
“s April was 36% below the monthly average 
POPULATION—m (e) (cb) March 153.3 153.1 1508 133.8 | of the first quarter of this year, the Radio- 
Non-Institutional, Age 14 & Over | March 108.9 109.2 109.0 101.8 Television Manufacturers Association re- 
Civilian Labor Force____ | March 62.3 61.3 61.6 55.6 | ported. Production of 469,157 sets in April 
ployed March on 2.4 4.1 3.8 however, topped the 420,026 sets turned 
Employed March 60.1 58.9 57.6 51.8 out a year earlier. 
In Agriculture_______ | March 6.4 5.9 6.2 8.0 * * + 
—— — sa “0 rege pe The Commerce Department reported that 
At Work March 57.5 56.5 54.7 43.2 
Weekly Hours- March 41.3 41.0 39.7 42.0 MANUFACTURERS’ BACKLOGS OF UN- 
tan-Howrs Weekly—b__. | March 2.12 210 2.01 1.82 | FILLED ORDERS reached a new high of 
$53.2 billion at the end of April, up $1.3 
EMPLOYEES, Non-Farm—m (Ib) Apr. 45.9 45.8 42.9 87:5 billion from the month before. Despite the 
Government Apr. 6.3 6.2 5.9 48 |drastic drop of $4.8 billion in NEW 
Factory | Apr. 13.1 13.2 11.6 11.7 | ORDERS to $23.8 billion, these still topped 
Weekly Hours. Apr. 40.8 41.0 39.7 40.4 April SHIPMENTS of $22.5 billion 
Hourly Wage (cents)____ | Apr. 157.4 156.9 143.4 77.3 re " ‘e 
Weekly Wage ($)—______| Apr. 64.22 6433 56.93 21.33 
Consumption of NEWSPRINT in April 
PRICES—Wholesale (Ib2) May 29 182.4 182.4 1568 92.5 | totalled 410,723 short tons, up from 394,- 
Retail (ed) Mar. 205.8 205.3 183.8 116.2 |387 short tons used in March and also 
aa above the 403,801 short tons consumed a 
wp napintas ‘ete - cag ron ae rr year ago. Need for more newsprint could 
Clothing pri re << “as <a nets be seen from the fact that NEWSPAPER 
ie re pre ct, ae wa: ae ADVERTISING hit a record peak in April, 
ae : ; : ‘ up 14% from March and 6% above a 
RETAIL TRADE—$b** year ago. 
Retail Store Sales (cd)_--_ | Apr. 12.0 12.4 11.1 4.7 * * * 
eae i ma = = Consumption of NEW RUBBER in April 
“ Se |e 8.0 8.1 7.4 3.6 
Dep't Store Sales (mrb)________ | Apr. 087 081 083 039 |fOtalled 98,355 long tons, compared to 
Retail Sales Credit, End Mo. (rb2)__ | Apr. 11.0 11.3 9.8 5.5 | 101,063 long tons in March, according to 
the report of the Rubber Manufacturers As- 
MANUFACTURERS’ sociation, Inc. Use of natural rubber was 
New Orders—$b (cd) Total_______ | Apr. 23.8 28.6 17.2 146 |up 12.4% from the month before while 
Durable Goods. Apr. 12.5 15.5 7.9 7.1 | synthetic rubber consumption declined 
Non-Durable Goods_______ | Apr. 11.3 13.1 9.3 7.5 10.7%. Increased use of natural rubber 
Shipments—$b (cd)—Total______ | Apr. 22.5 24.4 17.2 8.3 | reversed the post-Korean trend of greater 
Durable Goods. Apr. 10.8 11.6 7.6 4.1 | reliance on synthetic rubber. 
Non-Durable Goods_____ | Apr. 117 13.4 9.5 4.2 &: a e 
BUSINESS INVENTORIES, End Mo. UNEMPLOYMENT reached the lowest 
Total—$b (cd) Mar. 66.2 64.5 52.5 28.6 |level in a decade dropping by 400,000 
Manufacturers’ Mar. 36.4 35.5 29.2 16.4 between March and April to stand at 1.7 
Wholesalers’ Mar. 11.4 11.2 9.1 4.1 | million. This was about one-half the April 
Retailers’ Mar. 18.4 17.8 14.3 8.1 | 1950 total of 3.5 million and compares with 
Dept. Store Stocks (mrb)________ | Apr. 3.0 2.9 23 14 |the post-war peak of unemployment 
BUSINESS ACTIVITY—1—pc May 26 187.4 187.3 170.9 141.8 reached in January 1950 of 4.7 million. The 
(M. W. S.)—I—np May 26 218.6 218.5 200.6 146.5 | April drop in unemployment looked puz- 
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Latest Previous Pre- 
OK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—1—np (rb) Apr. 222 222 190 174 zling as the total number of people em- 
Mining Apr. 164 158 140 133 ployed remained stationary but this was 
JRE Durable Goods Mfr.___________ | Apr. 275 277 222 220 explained by the fact that fewer people 
be- Non-Durable Goods Mfr.___ Apr. 199 199 180 151 were looking for work. 
\pril + * 
. CARLOADINGS—t—Total May 26 812 809 781 833 
eid- y . 
ak Mise. Freight May 26 396 397 374 379 tage sie ya gt ig H? _— was 
falas iene May 26 16 1% 85 156 t Prong — - the ir s his _S 
re Grain May 26 42 43 40 43 8.26% from the year before, according 
to the report of the American Petroleum 
Un- ELEC. POWER Output (Kw.H.) m May 26 6,553 6559 5,894 3,267 Institute. This record consumption coin- 
still a dine aiils ta pan me ras a ais cided with a 10.7% gain in auto regis- 
al- a re es . : ‘ ‘ ration. There were 40,313,715 passenger 
irch Cumulative from Jan. 1 | May 26 216 206 185 44.6 
Sicha, Gadde Ps 7 ons -s pope cars on the road last year, plus 8,604,448 
oO -! . 
en ai : 5 trucks and 223,652 buses. 
PETROLEUM—(bbls.) m : . 7 
ing Crude Output, Daily_______ | May 26 6.4 6.4 5.6 4.1 | ENGINEERING CONSTRUCTION CON- 
ge Gasoline Stocks May 26 131 133 123 86 TRACT AWARDS were valued at $1.05 
lio- Fuel Oil Stocks May 26 37 37 39 94 billion in April versus $1.4 billion the month 
re- Heating Oil Stocks May 26 51 49 41 55 before, according to Engineering News 
pril ; Record. The drop was more apparent than 
1ed LUMBER, Prod.—(bd. ft.) m May 26 665 653 605 632 real, however, as March data was for five 
Stocks, End Mo. (bd. ft.) b__——— | Mar. 6.3 6.4 6.3 12.6 | weeks while April figures included only 
STEEL INGOT PROD. (st) m Apr. 8.83 9.07 8.22 6,96 | four weeks. For April a year ago, awards 
wn Cumulative from Jan. 1_-______ | Apr. 34.5 25.7 30.4 74.7 totalled only $885 million. 
o * * * 
ad ENGINEERING CONSTRUCTION 
of AWARDS-$m (en) May 31 374 «177—t—it«C08 94 Output of FINISHED PORTLAND CE- 
1.3 Cumulative from Jan. 1________] May 31 6,256 5,882 4,617 5,692 MENT in April 1951 totalled 20,184,000 
the barrels, 11% greater than a year ago. Pro- 
7 MISCELLANEOUS ducers’ SHIPMENTS of 20,953,000 barrels 
Ww . . . . 
ed Paperboard, New Orders (st)t May 26 209 206 187 165 topped production resulting ina drop in 
Cigarettes, Domestic Sales—b April 30 30 26 17 cement inventories to 22,370,000 barrels 
Do., Cigars—m April 444 455 383 543 on April 30. This was 2% below stocks 
Do., Manufactured Tobacco (Ibs)m_| April 18 18 18 28 on the same date in 1950. 
pri 
4,- b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
lso cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
la 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
ld -u—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
a" or week ended December 6. **—New Adjusted Series. 
i THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of —————— 1951 Ind (Nov. 14, 1936,€1.—100) High Low May 26 June 
Issues (1925 Close—100) High Low May 26 June 1 100 HIGH PRICED STOCKS........ 117.0 108.8 109.40 111.11 
334 COMBINED AVERAGE .......... 196.8 181.0 181.0 182.9 100 LOW PRICED STOCKG......... 245.8 222.9 222.86 223.70 
il 4 Agricultural Implements........ 292.7 252.9 266.2 271.1 5 Investment Trusts .................. 91.4 84.8 85.6 87.3 
to 10 Aircraft (‘27 Cl.—100).......... 333.0 277.5 2775 283.6 3 Liquor (‘27 Cl.—100)............ 1202.0 1078.1 1089.6 1123.9 
to 7 Air Lines (34 Cl.—100).......... 764.7 648.4 699.4 692.8 WD CIO nooo dcickcccscessscncs, FOE 189.2 189.2 193.0 
\s- 8 Amusement ....................0005 101.4 88.4 88.4 88.4 DS CIE NGOS oo ascissnivesccccceseies 152.0 132.0 132.0 132.0 
10 Automobile Accessories ........ 257.6 239.2 239.2 241.5 3 Meat Packing ..................00000. 109.1 90.9 90.9 93.0 
“a 11 Automobiles .........-::ccceeeecee t 40.6 40.6 41.0 13 Metals, Miscellaneous ......... 280.9 245.4 247.9 252.9 
ile 3 Baking ('26 Cl.—100) ; 21.1 21.6 21.6 °c Sa 386.6 344.3 353.0 369.8 
od 3 Business Machines ................ A 300.8 357.3 366.1 29 Petroleum ......... rctvecaccescsc. 355.0 365.7 372.8 
er 2 Bus Lines (‘26 Cl.—100)........ 183.1 157.4 157.4 157.4 30 Public Utilities .................... 152.8 142.5 144.4 145.8 
GO: GHOIMICGIR: osc ccesccccsceseieccecssieees 388.7 326.0 369.1 372.3 9 Radio & TV (‘27 Cl.—100)..... 31.4 26.6 29.1 28.1 
aid (Oe 18.3 13.3 13.3 13.5 8 Railroad Equipment .............. 73.8 64.3 64.3 65.0 
4 Communication. .................... 723 62.6 63.2 62.6 MA osc odes bastasduscenecs 45.4 BT 37.7 38.5 
9 Construction 60.2 65.4 65.4 MEM ean cnsn ce ncenedaces 41.0 36.2 36.2 36.2 
7 Containers sss 376.5 396.1 399.7 3 Shipbuilding 181.0 147.5 147.5 150.8 
>st 9 Comper & Brats’ .........::.::.....: 147.1 132.8 138.0 143.2 SD SOGP DRAKE osc cconsisssssictrcence, GOOD 340.6 343.9 340.6Z 
0 EY PUGIEND: ancsiececccescecisees 83.4 75.9 75.9 75.9 15 Steel & Irom oo... 169.5 145.9 145.9 145.9 
5 Department Stores ......... 84.5 71.1 71.8 71.1 Sr EINE ao cag cick caigciaivedeccacasces’ 77.6 66.5 76.9 76.9 
7 6 Drugs & Toilet Articles.......... 235.0 213.8 220.0 222.1 yo FE er eee 473.1 425.3 438.3 451.4 
ril 2 Finance Companies ........ x 298A 243.0 281.2 281.2 SMM as cane sos civdooinccivenesee : 195.4 199.4 197.4 
th 7 Food Brands .... ss | 200 184.1 184.1 184.1 3 Tires & Rubber ... 51.2 59.7 59.7 
nt 2 Food Stores ...... .. 118.4 109.4 109.4 109.4 6 Tobaceo ............. : 78.5 79.3 78.5Z 
| Sr GUIMBIMUIMAB sos cscs ysencetsaciasnencos 75.0 69.4 69.6 69.6 2 Vaslaty Stovee:..........2:.<scc0s0.0- ; 308.7 310.3 310.3 
1e 4 Gold Mining ...... 724.1 596.0 601.6 596.0Z 20 Unclassified (’49 Cl.—100)... 127.3 117.4 117.4 117.4 
z- 
Z—New low for 1951. 
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Trend of Commodities 





The major trend in most commodity markets appeared to 
be towards lower levels as prices entered their fourth month 
of decline from the February highs. The grains, however, which 
had been leaders on the downside, met support near previous 
lows made late in May. Thus the September wheat option 
reached a low of 237% on May 21 which was followed by a 
rally to°244. By June 4, the price had retreated to 238% but 
was holding above the May bottom. The Government's official 
support price for wheat will be at 90% of the June 15 parity 
level and should average about $2.17 a bushel on the farm. 
Shipping costs to Chicago average about 32 cents but as 
storage allowances are eliminated in this year’s loan program, 
the effective support level will be about $2.39 per bushel in 
Chicago. Improvement in the condition of the winter wheat 
crop has been witnessed lately and private forecasts now look 


for a 700,000,000 bushel crop. This is 25,000,000 bushels 
larger than the Government's estimate made on May 10. The 
outlook for large exports and proximity of prices to loan levels 
should lend strength to the wheat picture. The fats and oils 
markets were especially weak as signs multiplied pointing to 
a great surplus of supplies in the coming season. July cotton- 
seed oil closed at 21.57 cents on June 4, down three cents in 
two weeks. Copra and coconut oil spot prices are back to the 
levels of a year ago, wiping out all of the post-Korean ad- 
vance. New crop cotton prices reached new lows for the year 
with the October future at 37.71 on June 4 compared to the 
high of 43.35 made on March 8. The International Cotton 
Advisory Committee thought the world cotton crop might total 
39 million bales this year compared to 27.5 million last sea- 
son. A crop of that size would hardly justify present prices. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3Mos. 1 Year Dec. 6 
June4 Ago Ago Ago 1941 


Date 2 Wks. 3Mos. 1 Year Dec. 6 
June4 Ago Ago Ago 1941 

















28 Basic Commodities ..................00.0008 357.4 365.3 388.1 267.8 156.9 7 Domestic Agriculture .................... 380.0 390.3 412.6 329.9 163.9 
11 Imported Commodities .................... BE85 “syst S007 2606 W573 IW FODRSHINES q...ccccccccccsccccceccscsivssccsasssess 383.5 391.1 401.4 336.6 169.2 
17 Domestic Commodities .................... 341.5 347.2 362@ 266.6 156.6 16 Raw Materials .............000..000ce 342.5 350.3 379.0 239.8 148.2 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 1938 1937 
BOM osskccpsstecceee 214.5 304.7 1640 95.8 743 783 658 93.8 
SION cos cne sce ssspsevne 192.2 134.2 1264 93.6 58.7 61.6 57.5 64.7 








aio Ne 














200 











co DOW-JONES 
MMODITIES INDEX 
mm i l | Vv 























Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
| epee 215.4 202.8 184.4 111.7 88.9 67.9 57.7 8646 
BI oo tas essere 190.4 140.8 123.0 986 58.2 48.9 47.3 546 
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The Delco Appliance Division of General Motors 
has announced plans for building a large new ap- 
pliance plant on a 125-acre tract in Rochester, N. Y. 
The new plant will have about 500,000 square feet 
of manufacturing space and is expected to be in 
operation within about 18 months. It will require 
some 3,000 workers, doubling the Division’s Roches- 
ter payroll, and initially will be used for the manu- 
facture of defense items, particularly small motors 
used by the Air Force. Construction of the new 
plant is the first step in a $7 million plant expansion 
program for the Rochester area planned by the 
Delco Division. 


The Solvay Process Division of Allied Chemical 
& Dye Corporation plans to increase by 50% the 
capacity of its Hopewell, Va., chlorine plant, and 
the NPA has granted a certificate of necessity cov- 
ering its construction which will cost about $2 mil- 
lion and require about two years to complete. The 
enlarged plant will utilize a new Solvay-developed 
process which does not involve production of caustic 
soda—the companion product of chlorine made by 
former processes. In recent years, demand for 
chlorine—presently in short supply—has been grow- 
ing relatively faster than for caustic soda. The new 
process therefore appears particularly useful. 


New transformers, which utilize the most modern 
advances in insulating materials to save 25% of 
the copper and silicon steel normally required, and 
which provide improved efficiency and reduced size 
and weight, have been developed by engineers of 
Phileco Corporation and Chicago Transformer Cor- 
poration. This basic advance in transformer design 
will be widely used in television, radio and elec- 
tronic equipment, and in other fields which require 
electromagnetic components. It is the result of long- 
term research and testing. 


American Metals Products Co. of Detroit will break 
ground in July for a new 50,000-square-foot plant 
at Union City, Tenn. When completed in October, 
the new facilities will employ about 200 persons to 
manufacture and assemble tubular seat frames, 
springs and cushion frames for passenger cars. The 
factory will cost about $800,000. 


American Radiator & Standard Sanitary Corp. is 
converting its Lichfield, Ill., plant to defense work. 
The company has signed a contract with the Air 
Force to use the plant to manufacture sand molded 
magnesium castings for use in fighter and bomber 
planes and for otner defense vehicles. The plant’s 
civilian production of radiator and warm air heat- 
ing equipment will be transferred to other facilities. 
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To streamline its service to the expanding canning 
industry of the Pennsylvania area, the American Can 
Company will build a new metal container plant near 
Harrisburg, Pa. The new factory will serve fruit and 
vegetable canners in eastern and central Pennsyl- 
vania and the Appalachian areas of Maryland, Vir- 
ginia and West Virginia. About 450 to 475 people 
will be employed in the new factory which will have 
a capacity of more than 400 million food cans a year. 


Without fanfare or any great publicity, the Muntz 
Car Company of Evanston, IIl., the nation’s newest 
automobile manufacturing concern, has been quietly 
turning out a new type of American luxury car since 
mid-January. The car, the Muntz Jet, is a 154-hp, 
four passenger club coupe built along “continental 
lines.” It has the appearance of a streamlined, scale- 
down limousine and features a removable hard top. 
Current production is about 20 to 25 cars a month. 
The company plant has a potential capacity of 4,000 
to 5,000 cars a year. The price of the new car is 
approximately $5,500. 


A method for determining the effectiveness of 
lubricants at pressures previously impossible to 
measure with scientific accuracy in ultra-thin films 
has been developed for research purposes in the 
laboratories of the Socony-Vacuum Oil Company, Inc. 
The new testing instrument, in addition to its value 
for lubricant studies, has important potentialities for 
determining the point at which films of solids such 
as soap will break down and permit contact between 
two surfaces under extreme pressure. The new labo- 
ratory tool should play an important part in further 
improvement of petroleum products. 


A Jeep packaging program designed to save the 
Government several million dollars a year is being 
initiated by Willys-Overland Motors, Inc. Spare parts 
for jeeps will be anointed in oil, swathed in cotton 
and dipped in wax before shipment to Army bases 
overseas. The company is supending $750,000 for 
conveyors and other equipment for this “‘coddling” 
of Jeep parts. 


Kodagraph Autopositive Paper, Translucent, a 
tough, durable and highly translucent new drawing 
production paper is now being distributed by the 
Eastman Kodak Company. Designed to meet exacting 
requirements in the drawing copy field, the new 
paper is coated with the same emulsion used on 
“regular” Kodagraph Autopositive Paper. 


The “Zep-prop,” a new type of propeller developed 
by the Curtiss-Wright Corporation at Caldwell, N. J., 
will play an important role in the U. S. Navy’s pro- 
gram to increase further the demonstrated effective- 
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ness of lighter-than-air ships as submarine hunters 
and destroyers. Eqiupped with a special “transmis- 
sion” which enables Navy blimps to back-up in flight 
and to hover in a stationary position, the “Zep-prop” 
adds ease and precision of control to the recognized 
long-range, sustained flight advantage of lighter- 
than-air craft for anti-submarine defense. 


Boeing Airplane Company has received orders for 
nine electronic analogue computers from the aero- 
nautical firms and John Hopkins University. The 
.computers, designed by Boeing’s Physical Research 
Unit to solve dynamic problems in the company’s 
own laboratories, were ordered by Bell Aircraft Cor- 
poration, North American Aviation Corporation and 
Lockheed Aircraft Corporation. These “electric 
brains” are similar to, but much simpler than the 
company’s giant BEMAC computer which was de- 
signed to simulate on the ground all of the motions 
of a guided missile in the air. 


General Electric Co. has started work on its pro- 
jected $15 million electronics plant at New Hartford, 
N. Y. Expected to be completed in the next 12 to 18 
months, the new factory will provide employment 
for about 2,500 workers and will be used to make 
radar equipment, various types of two-way radio 
equipment, mine detectors and like military elec- 
tronic products. However, while increased military 
requirements make the plant a necessity at this 
time, it is in no sense a “war baby” but rather a 
permanent addition to the company’s electronics 
manufacturing facilities. 


Procter & Gamble has decided to build a new soap 
and detergent plant at Sacramento, Cal. Initially it 
plans to erect a small unit to make and pack granu- 
lated household washing products. When in opera- 
tion, it will provide employment for about 200 
workers. 


Koppers Co., Inc., has embarked on an improve- 
ment program at its Petrolia, Pa., plant to increase 
its output of resorcinol from 4.5 million pounds to 
six million pounds annually. Resorcinol, made prin- 
cipally from benzene, is used in binding rayon cords 
in tires and as a waterproof adhesive in making 
patrol boats, arctic huts, gliders, skis, airplane hang- 
ars, bomb cases and in a large number of other 
military uses. 


Baltimore & Ohio Railroad has authorized the 
building of 1,000 box cars in the company’s own 
shops, to be started next April. The cars will be of 
all steel and of 50-ton capacity. The management 
stated that the railroad has been engaged during the 
last year in an especially heavy car repair program. 
It is planned to have the car building forces continue 
on this work with the exception that many of them 
can be assigned to the new car construction program 
next year. 


Thor Corporation’s washing machines and ironers 
are going to be made and sold in Italy. The Chicago 
firm has licensed two Genoa concerns to manufacture 
and sell its home laundry appliances. Under the 
agreement, Thor Corp. will receive a royalty on each 
machine sold. Until now, Thor has been supplying the 
Italian market from Great Britain and directly from 
the U.S., subject to a 60% duty which had the effect 
of putting the selling prices out of the reach of 
many Italian consumers. 
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Barium Steel Corporation has blown in its Ches- | 


ter, Pa., blast furnace. When capacity operations are 
attained, the plant will produce between 500 and 600 
tons of pig iron a day. All output will be used by 
Barium’s subsidiary, Central Iron & Steel Co. of 
Harrisburg, Pa., and Phoenix Iron & Steel Co. of 
Phoenixville, Pa. 


Goodyear Tire & Rubber Co. plans to increase the 
output of its Topeka, Kans., plant by 50% at an 
estimated cost of about $10 million. When completed, 
the program will provide employment for about 500 
additional persons and will make the Topeka opera- 
tion one of the country’s top producers of truck and 
military tires. 


Chemstrand Corporation has signed a licensing 
agreement with du Pont under which the former will 
produce 50 million pounds a year of nylon fibres. 
The agreement makes Chemstrand the nation’s first 
licensed nylon producer; it permits the company to 
make both continuous filament and staple forms of 
nylon. Chemstrand recently arranged to borrow $110 
million from a group of insurance companies to 
finance construction of plants to produce the nylon 
and its own acrylic fiber, and the company has been 
granted certificates of necessity to cover the con- 
struction. It is estimated that production of the com- 
pany’s acrylic fiber, called chemstrand, will eventu- 
ally reach an annual volume of thirty million pounds. 
The fiber is now in large scale pilot plant production 
at Marcus Hook, Pa. 


Blaw-Knox Company’s chemical plants division 
announced an expansion of its operations at Tulsa, 
Okla., to include complete plant engineering and con- 
struction services for the petroleum, gas, chemical 
and process industries of the Southwest. 


Sunray Oil Corporation’s gas-gasoline plants in 
the Southwest by mid-June will have acquired 200 
newly-purchased petroleum gas tank cars and 100 
new cars leased from Shippers Car Line Corp. About 
100 of the purchased cars are already in operation, 
and the remainder on order are being shipped at the 
rate of ten a day from American Car & Foundry’s 
Milton, Pa., factory. Each of the new high-pressure 
cars has a capacity of 10,000 gallons. They will be 
used to handle shipments from Sunray’s field pro- 
duction units in Oklahoma, Arkansas and Louisiana 
to the new Scurry County gasoline plant near Sny- 
der, Texas. 


St. Louis-San Francisco Railway’s motive power 
will be entirely dieselized within the next year, 
according to president Hungerford who disclosed that 
the system has ordered 37 additional diesel loco- 
motives. The Frisco now operates a fleet of 317 
diesels, of which 23 are passenger locomotives, and 
has another 52 units on order. 


B. F. Goodrich Chemical Co. announced it has com- 
pleted reopening of the world’s largest rubber plant 
—the giant Government-owned Institute, W. Va., 
works which had been in standby condition since 
1947. All production lines are now operating slightly 
above their rated capacity of 90,000 long tons annu- 
ally. The company also operates a 60,000-ton unit at 
Port Neches, Texas, which is now producing 135% 
of its rated capacity. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Commercial Solvents Corporation 

“As a regular subscriber to your 
magazine, I would appreciate receiving 
information as to recent earnings, new 
product development and prospects over 
coming months of Commercial Solvents 
Corporation.” 


T. R., Wildwood, New Jersey 


Reflecting an increase in sales 
of 35%, earnings of Commercial 
Solvents Corporation rose to $5,- 
177,603, or $1.96 per share, in 
1950, as compared with $3,364,- 
650, or $1.28 a share, in 1949. 

Net sales were $44,991,376, com- 
pared with $33,347,682 recorded 
for the previous year. This sub- 
stantial increase was due to a 
sharp rise in sales beginning in the 
third quarter, and to an improve- 
ment in the long-depressed price 
levels of a number of chemical 
products. 

At the year-end, net working 
capital amounted to $15,455,357, 
compared with $13,496,779 at the 
close of 1949. 

All divisions of the company 
shared in the sales increases. In- 
dustrial Chemicals contributed 
34% of total sales; Agricultural 
Chemicals, 21%, Specialties, 21% ; 
C.S.C. Pharmaceuticals, 14% ; and 
Potable Spirits, 10%. Despite a 
shortage of some raw materials, 
the overall production picture was 
one of considerable improvement 
in 1950 over 1949. The expanded 
research program began two years 
ago is resulting in the development 
of new products and more efficient 
processes. 

The company’s outlook over 
coming months appears satisfac- 
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tory as of the more than 200 prod- 
ucts the company produces, a ma- 
jority are just as essential in war 
as in peace. 

Current expansions include an- 
other antibiotic plant at Terre 
Haute, Indiana, for the production 
of penicillin, bacitracin, and other 
antibiotics. This will be the first 
fully-automatie production unit of 
its kind in the world. A nitrogen 
solutions plant at Sterlington, 
Louisiana, is another major pro- 
ject. 

A substantial contribution to 
1951 sales and profits is expected 
to result from the company’s new 
antibiotic feed supplement, Baci- 
fern, introduced at the end of 1950, 
and Profern—a Vitamin By. sup- 
plement. These new feed products 
increase feed efficiency and stimu- 
late growth of poultry and swine. 
Dilan, a new synthetic insecticide 
for the control of the Mexican bean 
beetle and other common garden 
and field pests, is being readied 
fer marketing by the company. 

Dextran, a blood volume ex- 
tender, which the company has 
been supplying in experimental 
quantities to the Armed Services, 
has undergone extensive clinical 
testing. A $200,000 expansion of 
production facilities is under way 
tc increase output of this vital 
product. 

Earnings for the first quarter 
of 1951 were 6l1c a share against 
26c in the first quarter of 1950. 

Divwidends in 1950 totaled $1.25 
a share and 25c was paid thus far 
in the current year. 






Philip Morris & Company, Limited 


“Has Philip Morris & Company, Ltd., 
continued to show good growth in recent 
years? How about its expansion pro- 
gram?” 

2 M. B., Atlanta, Georgia 


Record sales and income, sur- 
passing any previously achieved 
in the company’s history, were re- 
ported by Philip Morris & Com- 
pany, Ltd., for fiscal year ended 
March 31, 1951. 

Sales of $305,804,331 for the 
fiscal year showed an increase of 
20% over the 1950 sales figures of 
$255,752,488. Net profit before 
taxes was $35,087,145, a 40% in- 
crease over the 1950 figure of 
$25,167,184. Earnings after taxes 
reached a new peak of $16,689,145, 
10% above the 1950 figure of 
$15,303,184. 

Earnings per share on common 
stock outstanding were $6.62 as 
compared with $7.26 in 1950. In 
June of 1950, the company issued 
233,077 shares of common stock 
and 130,610 shares of 3.9% cumu- 
lative preferred stock to enlarge 
its capital structure by approxi- 
mately $29 million. 

The total excise taxes paid by 
the industry last year, amounted 
to $1,263,000,000, or a third more 
than the total amount of money 
received by tobacco farmers for 
their entire crop. 

Of the $305,804,331 sales in the 
1951 fiscal year, $5,565,000 was 
accounted for by a 2.8% price in- 
crease on July 28, 1950, and $44,- 
387,000 resulted from a higher 
volume of business. Export sales 
of $8,041,000 showed a gain over 
the previous year’s $6,627,000. 

The company’s sales growth last 
year continued at a greater rate 
than the industry as a whole. In 
the calendar year 1950, the indus- 
try manufactured 392 billion ciga- 
rettes, an increase of 1.8% over 
1949. Philip Morris sales of 43 
billion cigarettes during the same 
period were 17.7% over 1949. 

An $11 million expansion pro- 
gram of warehouse and manufac- 
turing facilities to keep abreast of 
the continuing rise in sales was 
initiated in September, 1950. When 
the program is completed, 13 leaf 
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warehouses in Richmond and 21 in 
Louisville as well as a new plant 
addition in the latter city will aug- 
ment the company’s production 
set-up. The Louisville unit will 
then be the most modern produc- 
tion plant in the entire industry. 

Dividends in 1950 totaled $3.50 
per share and thus far in 1951 
$1.50 in cash and 5% in stock was 
paid. 


Ferro Enamel Corporation 


“My broker has mentioned Ferro 
Enamel Corporation for investment pur- 
poses. I would appreciate your submit- 
ting information on the company, par- 
ticularly the nature of the business, 
recent operations, dividends, etc.” 


O. C., Sandusky, Ohio 

Stockholders of Ferro Enamel 
Corporation gave the green light 
to a broad scale expansion pro- 
gram and a change in corporate 
name at the April annual meeting. 
For a long time it has been appar- 
ent that the corporation is no 
jonger devoted only to the ceramic 
and porcelain enameling industry. 
For example, in recent years, be- 
sides producing the basic materials 
for porcelain enamels, the com- 
pany and its subsidiaries have 
been engaged profitably in the pro- 
duction of such items as electrical 
heating elements, electrical 
switches, paint dryers, plastic sta- 
bilizers, inorganic colors, synthetic 
paint finishes, huge kilns for the 
clayware industry, as well as large 
continuous porcelain enameling 
furnaces. In the light of these cir- 
cumstances, and future plans for 
expanding the company’s opera- 
tions, the officers and directors 
recognized the importance of a 
short over-all name for the com- 
pany that could be effectively used 
as an umbrella to cover all the cor- 
poration’s activities. Thus Ferro, 
by which the company has been 
popularly referred to, and known 
throughout the world, was chosen. 
The new name will become effec- 
tive about July 1. 

Because of the demand for mili- 
tary items, production capacity of 
the Ferro Chemical Corporation 
for defense orders has been tripled 
within the last six months. Its 
peace-time products include metal- 
lic soaps for paint dryers, stabil- 
izers for plastics and other chemi- 
cal specialties. 

Currently, the company’s facil- 
ities are being expanded for the 
production of color oxides, chemi- 
cals, special refractories and elec- 
trical heating units. In addition, 
a new plant is nearing completion 
in Mexico City—also additional fa- 
cilities in Brazil and Holland. 
Within the next few months, con- 
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struction of new plants in Chile 
and Japan are planned. Negotia- 
tions, as previously reported, are 
underway for a licensed agree- 
ment with Owens-Corning Fibre 
Glass Corporation for the manu- 
facture of glass fibre products. 

Consolidated sales for fiscal year 
ended December 31, 1950 were 
$33,445,186 and net income was 
$2,211,148, equal to $4.81 per 
common share. This compares 
with 1949 sales of $24,660,998, net 
income of $972,984, equal to $2.33 
per share. Sales and profits showed 
an increase for the first quarter of 
1951 with consolidated sales at 
$10,417,000, an unaudited net 
profit per share after all taxes 
(including E.P.T.) of $1.34, com- 
pared with sales of $6,950,000, and 
$1.20 per share profit for the same 
period in 1950, despite increased 
taxes and additional shares out- 
standing. 

Stockholders have approved pro- 
posal to increase the authorized 
capital stock from 500,000 shares 
to 1,000,000 shares in order to 
prepare the company to take ad- 
vantage of future growth possi- 
bilities. 

Dividends including extras to- 
taled $1.26 a share in 1950 and 
80c has been declared thus far in 
the current year. 


Daystrom, Inc. 

“Please report operating divisions of 
Daystrom, Inc., formerly known as 
A.T.F., Inc. and also other pertinent 
recent data.” 

I. F., Salem, Massachusetts 

Net income of Daystrom, Inc. 
from operations for the fiscal year 
ended March 31, 1951 was $5,432,- 
331 before Federal taxes on in- 
come, which compares with $1,- 
829,136 for the preceding fiscal 
year. Net income was $2,436,331 
or $3.90 per share on the 624,911 
shares outstanding after provi- 
“5 for Federal taxes of $2,996,- 

Net income for the preceding 
fiscal year was $1,174,136 or $1.88 
per share after provision of Fed- 
eral taxes of $655,000. 

Net sales for the 1951 fiscal year 
were $42,397,508, compared with 
$32,763,201 in the preceding year. 

Provisions for depreciation and 
depletion included in above figures 
in the determination of net earn- 
ings aggregated $730,558 for the 
1951 fiscal year and $708,565 for 
the 1950 fiscal year. 

Working capital as of March 31, 
1951 was $14,277,415 and net 
worth was $18,387,292, compared 
with the year before working capi- 
tal of $13,525,886 and net worth 
of $17,029,732. 


Operating divisions and subsidi 
aries of Daystrom, Inc. are: Day 
strom Furniture Division with 


Division, Elizabeth, New Jersey 
and Scranton, Pa. American Typ¢ . 
Founders, Inc., Elizabeth, New!!S¢ 
Jersey; Daystrom Furniture Cor cent, 
poration, Fullerton, Californiaftrifle 
Daystrom Laminates, Daystro 
North Carolina and Daystron| 
Electric Corporation, Poughkeep 
sie, New York. 

Dividends including extras tofyear 
taled $1.25 a share in 1950 anéprice 


current year. 


Peabody Coal Company 
“I have been a subscriber to your pubfg58 9 
lication for a good many years anf 
rarely take advantage of your Personal 
Consultation Service. However, I woulife 
appreciate receiving recent pertinentat $2. 
data on Peabody Coal Company.” mil lic 
I. R., Dover, Delaware rose 
Consolidated net earnings offfirst | 
Peabody Coal Company and _it#ain 
subsidiaries in the year endedyowe 
April 30, 1951, subject to year-enttaxes 
audit were $2,284,171 after provi, 
sion for federal income taxes, comfwage 
pared with earnings of $702,754 Ay 
after taxes in the preceding year}, a: 
After preferred dividend refiyayt 
quirements, the latest year’s earnfroria) 
ings were equal to $2.06 a share Otfpate 
749,900 14 shares of common stochywore 
outstanding at April 30, comparet} ojo, 
with a loss of 15c a share the yeathnanc 
before, computed on 636,899.o)05 
shares then outstanding. three 
Net sales in the latest yeaygg7 9 
amounted to $58,424,698, com perio 
pared with $42,402,204 in the pre}.+q y 
ceding year. In bulk terms, sales ai],,oy 
April 30 totaled 14,186,564 tons a417 ¢, 
against 9,175,760 tons in the pre}jogie; 
ceding twelve-month period. frst 
In the three months ended April 
30, last quarter of the company’s 
fiscal year, sales in dollars wer¢ 
$13,003,590, compared with $12, 
748,776 in the corresponding quar- 
ter a year before. Net earnings forhese 
the latest quarter totaled $256,53%€Ss_ 
against $519,532 in the corre{Pros 
sponding quarter last year. Earn the 
ings per common share equaled 10¢‘ain 
and 50c a share, respectively. teria 
During the year 45,203 shares°#uss 
of 5% convertible prior preferred !nter 
shares were converted into 113,4°>se 
007 14 shares of common. ThisUtp' 
conversion reduced the per shar¢!0 1¢ 
earnings of common for the yea volur 
from $2.33 to $2.06, or a differencqment 
of 27c per share. the } 
Dividends in 1950 were 50c perProp 
share and 15c quarterly have beer®5 p¢ 
paid thus far in 1951. peric 
(Please turn to page 330) less ¢ 
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Jersey} (Continued from page 307) 
an Typ 


h, Neyraised unit sales almost 10 per 
ire Corgcent, but dollar volume was only a 
iforniafttifie higher because of the pro- 
ystro ounced trend to less expensive 
aystronpmodels. ; 
ghkeep} With the benefit of aggressive 
sales effort in the first quarter this 
tras tofyear and promotion of lower 
150 andpriced models, Hudson recorded 
rinthda sharp improvement over last 
year. Unit sales jumped 59 per 
cent to a new high record and vol- 
ny time rose to $102.4 million from 
jour pub¥358.9 million in the first three 
Persomaonths of 1950. Net profit, how- 
“T woulever, edged forward only slightly 
pertinenjat $2.5 million, compared with $2.3 
LY « million a year ago. Share earnings 
Jelawartiose to $1.32 from $1.18 in the 
ngs offirst quarter of 1950, the nominal 
and it¥eain being attributable to nar- 
endedrower profit margins and higher 
ear-endtaxes. Selling prices had been held 
 provitdown by Government order, but 
2S, COMfwages had been raised. 
102,755 Anticipatory buying contributed 
& yearly) an especially favorable first 
nd refuuarter for Packard. Because ma- 
S €arMierials were available for a high 
hare Ofvate of operations and dealers 
n Stoch were prepared to build up inven- 
nparettories in expectation of strong de- 
he yealmand, this company boosted its 
336,894.1es almost 53 per cent in the first 
three months:to $58.2 million from 
t yeals37 9 million in the corresponding 
» COMperiod last year. As a result, Pack- 
Prelard was able to report net profit of 
sales allsbout $2.5 million, equivalent to 
tons 4417 cents a share, compared with a 
he Prelieficit of about $260,000 in the 
1 Apri first 1950 quarter. 
ipany’s 
mend. Less Favorable Second Quarter 


sti Judged by recent trade reports, 


ngs forthese companies are headed for a 
56,53gess satisfactory second quarter. 
corre{Prospects for the remainder of 
Earnithe year are even more uncer- 
led 10¢tain because of threatened ma- 
ly. terials shortages as well as be- 
sharestause of doubt over consumer 
ferredinterest. In recent weeks, Detroit 
» 113,Jobservers have estimated June 
. Thigoutput might be cut as much as 8 
shardto 10 per cent from last month’s 
e yearVolume and more drastic curtail- 
erencdment is scheduled for July when 

the National Production Authority 
Oc perProposes to reduce steel quotas to 
e beer|o5 per cent of the base production 

period. Anxiety over materials is 
0) less evident at the moment among 


hat About the Automobile 
Independents 
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independents than among the 
larger manufacturers. Ability of 
sales forces to move cars may be 
amore important factor with such 
companies as Studebaker, Hudson 
and Packard. 


Although it is difficult to project 
earnings potentialities for a period 
in which such factors as materials 
allocations and credit regulations 
are subject to change without 
much notice, there is little ques- 
tion but that profit margins shrink 
considerbaly as volume of produc- 
tion drops. As an example, Hudson 
management is frank to admit 
that margins per unit are likely 
to be much narrower if operations 
are cut back below 40 cars an hour 
than in the first quarter when pro- 
duction had been stepped up to 120 
cars an hour. Moreover, there is 
little hope for offsetting this trend 
through greater productive effi- 
ciency or through a shift to Gov- 
ernment orders. As a matter of 
fact, armament business generally 
is less profitable than civilian out- 
put. Consequently, earnings for 
the entire automotive industry— 
and for independents especially— 
seem likely to dip appreciably 
from the first quarter rate as the 
year progresses. 

Studebaker probably is in bet- 
ter position than either Hudson or 
Packard to benefit from increased 
Government procurement, for Stu- 
debaker always has placed consid- 
erable emphasis on light trucks 
and in World War II strengthened 
its competitive position in this re- 
spect in supplying military re- 
quirements. Inasmuch as trucks 
appear likely to continue in rela- 
tively good demand and raw ma- 
terials promise to be satisfactory 
for military needs, Studebaker 
may be able to compensate for loss 
of passenger car business with en- 
larged output of trucks. 


Hudson has concentrated on 
passenger cars since the war, al- 
though a moderate amount of busi- 
ness is obtained from station wag- 
ons, commercial vehicles and util- 
ity coaches. Reduced volume of 
regular lines points to a sharp dip 
in net profits. Packard is in posi- 
tion, however, to enlarge output 
of marine engines if Government 
orders should materialize in vol- 
ume. Turbo jet aircraft engines 
also are to be produced under a 
General Electric license. Never- 
theless, operations in the engine 
field never have been important 
enough to offer the hope of signifi- 
cant earnings. 

These companies have expanded 
production facilities since the war 


to take advantage of a large un- 
satisfied consumer demand. Ac- 
cordingly, the time may be ap- 
proaching when steps must be 
taken to reduce operations consis- 
tent with a retreat by the entire 
industry to a more nearly normal 
volume of production. Trade au- 
thorities have estimated that an- 
nual output of passenger cars in 
the neighborhood of 4 million units 
is likely to be regarded as adequate 
for ordinary needs. This would 
represent a cutback of about 50 
per cent from last year’s volume. 
Independent manufacturers seem 
likely to be the first to prepare for 
this downward readjustment. 





Tax Exempt Bonds 





(Continued from page 311) 


slightly prejudiced eye, that is, to 
value them at a somewhat higher 
yield than general obligations of 
comparable quality. Certainly, a 
judicious selection of “revenues” 
would not be out of place in the 
best balanced investment pro- 
gram. 

The years 1947, 1948, 1949 and 
1950 were extremely active ones 
as far as municipal underwritings 
were concerned. This was a most 
natural development because most 
urban capital improvement pro- 
grams were postponed as unnec- 
essary during the all-out war ef- 
fort of the early forties. As a con- 
sequence, local and state govern- 
ments were able to apply excess 
revenues toward debt reduction. 
The end of hostilities found most 
sections of the country especially 
the one-time “defense” centers, 
faced with the immediate need for 
new schools, water and sewer fa- 
cilities, etc. 

On top of this condition was 
superimposed the easy money 
policies of the Truman adminis- 
tration. Cheap credit has been the 
bellweather of this post-war bor- 
rowing spree, but by no means its 
only sustenance. Such things as 
soldiers bonuses, paid or contem- 
plated by most states, public hous- 
ing demands and the steady trend 
towards public ownership of util- 
ities have each contributed sub- 
stantially to the total volume. 

Such is the inherent strength 
and growth potential of the 
United States, however, that even 
this extended credit boom has not 
yet begun to put a serious strain 
on the ability to pay of the aver- 
age municipality. It is true that in 

(Please turn to page 326) 
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WEIRTON STEEL COMPANY 


Mills at Weirton, West Virginia, and 
Steubenville, Ohio. World’s largest in- 
dependent manufacturer of tin plate. 
Producer of a wide range of other impor- 
tant steel products. 


GREAT LAKES STEEL CORP. 


Detroit, Michigan. The only integrated 
steel mill in the Detroit area. Produces a 
wide range of carbon steel products . . . is 
a major supplier of all types of steel for 
the automotive industry. 


THE HANNA FURNACE CORP. 


Blast furnace division located in Buffalo, 
New York. 


SERVING AMERICA BY SERVING AMERICAN 
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In an industry whose very essence is bigness, National Steel is big. 


It is big geographically. National Steel properties are located in twelve states. Its 
sales and distributing organization extends from coast to coast and across the 
seven seas. 


It is big physically. National Steel owns huge mills and mines . . . a complete 
fleet of lake ore boats. It operates the world's largest open hearth furnaces. . . 
the world’s largest and fastest electrolytic lines . . . one of the world’s largest 
continuous rolling mills. 


Most important, National Steel is big in ideas, big in vision. Its advances in 
steel-making methods and processes have helped revolutionize the modern steel 
industry. Its present expansion program is now increasing National Steel's 
annual capacity from 4,750,000 ingot tons to 6,000,000 ingot tons, carrying on 
a record of continuous growth. 


This is National Steel . . . big today, bigger tomorrow . . 
foremost producers of steel. 


. one of America’s 


A\ 


NATIONAL STEEL ah CORPORATION 


GRANT BUILDING PITTSBURGH, PA. 


HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore from exten- 
sive holdings in Great Lakes region. 


STRAN-STEEL DIVISION 


Unit of Great Lakes Steel Corporation. 
Plants at Ecorse, Michigan, and Terre 


Haute, Indiana. Exclusive manufacturer 
of world-famed Quonset buildings and 
Stran-Steel nailable framing. 


NATIONAL STEEL PRODUCTS CO. 


Located in Houston, Texas. Recently 
erected warehouse, built by the Stran- 
Steel Division, covers 208,425 square feet. 
Provides facilities for distribution of steel 
products throughout Southwest. 
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National Steel is also participating in the 
development of new Labrador-Quebec 
iron ore fields. 


NATIONAL MINES CORP. 


Coal mines and properties in Kentucky, 
West Virginia and Pennsylvania. Supplies 
high grade metallurgical coal for the 
tremendous needs of National Steel. 
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St. Louis 


1615t 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on July 1, 1951 
to stockholders of record at the 
close of business June 15, 
1951, was declared by the Board 
of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


June 5, 1951 











BENEFICIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


= Dividendshave been declared by 


the Board of Directors as follows: 


6 CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81% per share 


(for quarterly period ending 
June 30, 1951) 


COMMON STOCK 
Quarterly Dividend of 
$.50 per share. 


a The dividends are payable 
— June 30, 1951 to stockholders 


# of record at close of business 
—@ June 15, 1951. 


f June 1, 1951 


| 600 orrices |f2280 


PHILIP KAPINAS 
Treasurer 


IN U.S. 
sey | AND CANADA 


OVER 























ALLIED 
CHEMICAL 


& DYE CORPORATION 


Quarterly dividend No. 121 
of Fifty Cents ($.50) per share 
has been declared on the Com- 
mon Stock of the Company, 
payable June 20, 1951 to stock- 
holders of record at the close 
of business June 8, 1951. 

W. C. KING, Secretary 
May 29, 1951. 
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Tax Exempt Bonds 





(Continued from page 323) 


some sections, a trend is discern- 
ible towards the excessive use of 
such devices as “authorities,” 
“special districts” and other sepa- 
rations from municipal entities. 
In some instances, at least, these 
have been organized for the sole 
purpose of evading the debt limits 
established by state constitutions. 

It is also quite true that the 
Federal Power has usurped so 
much of the tax base as to consti- 
tute a serious municipal problem, 
but there has been among re- 
sponsible officials in recent years 
a growing awareness of this prob- 
lem, and steps to fight for a more 
equitable tax distribution. 
Whether this aim will be achieved 
depends to a large extent on po- 
litical trends, that is, whether the 
present group of centralized 
power advocates remains in of- 
fice after the 1952 elections. 

For people in the lower or 
medium income brackets, munici- 
pal bonds because of their limited 
return hold no particular appeal. 
But to those in higher income 
brackets, the tax advantage can 
be quite substantial. The interest 
return can in fact greatly exceed 
that realized from a far greater 
taxable yield from common stock 
investments, as the data on the 
appended show. It is this aspect 
which in these days of super in- 
come taxes has aroused wider 
individual interest in tax exempt 
bonds. 





An Interesting Study of 
Price-Dividend Ratios 





(Continued from page 309) 


reason is that dividend pay-outs 
last year were generally moderate, 
thus a fairly good cushion exists 
against declining earnings. Where 
the cushion is less solid, as in the 
case of American Radiator, it ‘is 
promptly reflected by a lower ratio 
—9.9 in this particular case. Johns- 
Manville has the highest ratio of 
the group, selling at 15.4 times 
last year’s dividend of $3.50 which 
was more than twice covered by 
earnings. Prospects of its mainte- 
nance appears excellent. 

In the chemical industry, we 
find price-dividend ratios gener- 
ally far above average, ranging 


from 17.5 for duPont to 31.7 for 
Monsanto Chemical. This reflects 
the premium commanded by the 
growth factor, while variations 
are governed by the earnings 
cushion as provided by dividend 
pay-outs and earnings prospects 
in the light of tax positions, ete, 
Significantly, duPont has the low 
est ratio of 17.5, pointing to expec. 
tation of a lower dividend in 1951, 
Last year, out of earnings of $6.58 
a share, the company paid divi. 
dends of $5.35, indeed a high pro- 
portion and made possible by the 
large General Motors dividend 
which the company received on its 
G.M. stock investment. This will 
not be duplicated this year; G.M. 
dividends are bound to be lower, 
and therefore also the duPont 
dividend. 

In the electrical products field, 
two companies — Westinghouse 
Electric and Maytag — last year 
paid dividends of $2 each out of 
roughly comparable per share 
earnings of better than $5, -yet 
Westinghouse sells at a ratio of 
18.9, Maytag at only 7.6. The rea- 
son of course is that Maytag is 
held far more vulnerable to a 
severe earnings shrinkage with 


resultant danger to full mainte-| 


nance of dividends which have 
been spotty in the past. Westing- 
house is far better situated and 
the $2 dividend hardly in jeo- 
pardy. On the other hand, General 
Electric last year paid out con- 
siderably more than half of its $6 
earnings and thus has a smaller 
though probably still adequate 
cushion against earnings decline. 
Hence its price-dividend ratio is 
only 13.9. 

Above average price-dividend 
ratios are found in another group, 
the oils, on and off favorites in re- 
cent markets because of their ex- 
cellent operating outlook and fa- 
vorable tax position. As to varia- 
tions in ratios, we again find a 
close relationship between earn- 
ings and dividend pay-outs, in 
other words the prospective earn- 
ings cushion. Gulf Oil has the 
highest ratio of 21.6; the $4 divi- 
dend paid out of last year’s net of 
$9.80 can hardly be questioned. 

Much the same can be said of 
Shell Oil, Socony-Vacuum and 
Standard Oil of N. J. Texas Com- 
pany has the lowest ratio of 13.8; 
it also has the smallest cushion 
between last year’s dividends and 
earnings. But earnings so far this 
year ($2.95 in the first quarter) 
should greatly minimize any ap- 
prehension about dividends. 
Should less liberality be shown, 
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the desire to retain profits for ex- 
pansion may be a contributing 
factor. 

Among paper companies, we 
find a high ratio of 22.9 for Crown 
Zellerbach, reflecting anticipation 
of higher dividends than last year. 
Their rate already has _ been 
raised. Last year’s pay-out of 
$2.20 a share, out of earnings of 
$6.12, provides substantial leeway 
for improvement even under pros- 
pective tax conditions. The ratio 
of 16.8 for International Paper, 
being just about at the general 
average level, must be considered 
moderate in view of indicated divi- 
dends of at least $3 in 1951 and 
the prospect that 1951 per share 
earnings may be in the neighbor- 
hood of last year’s of $7.39 a 
share. St. Regis Paper has a high- 
er ratio of 18.9; in this case, the 
dividend pay-out last year was 
only one-third of earnings. With 
net this year probably at least 
well maintained, disbursements 
might be higher, a thought that 
finds reflection in the above-aver- 
age price-dividend ratio. 


Montgomery Ward 


Now let’s have a look at the 
merchandising field. We find an 
interesting case in Montgomery 
Ward, with a ratio of 23 on basis 
of last year’s dividend, decidedly 
above average. One reason is the 
extremely low dividend pay-out of 
$3 out of earnings of $11.19 in 
1950, reflecting the management’s 
well-known conservative policies. 
Dividends this year will be high- 
er, at least $4 dollars since a $1 
extra has already been declared, 
and such a pay-out would still be 
moderate in relation to prospec- 
tive earnings. At 19.5, the ratio 
for Sears-Roebuck is not quite as 
high though also above average. 
Here, too, the dividend pay-out 
last year was moderate, leaving 
room for improvement, and cer- 
tainly providing assurance of 
dividend maintenance. 

There is a wide variation in 
ratios among the tire and rubber 
companies, ranging from a low of 
12.4 for U.S. Rubber to a high of 
24.4 for Goodrich. The latter dis- 
bursed by far the smallest part of 
last year’s earnings, U.S. Rubber 
the highest, the proportions being 
roughly one-quarter and orie-half, 
respectively. In between we find 
Goodyear with a pay-out of one- 
third of earnings and a ratio of 
15.6. Firestone with a somewhat 
smaller proportion of pay-out has 
a ratio of 18.1. Except in the case 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these 


Shares. The offer is made only by the Prospectus. 


102,197 Shares 


The Yale and Towne Manufacturing 
Company 


Capital Stock 


($25 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its Capital 

Stock and will expire at 3:00 P.M. Eastern Daylight Saving Time on 
June 20, 1951, as more fully set forth in the Prospectus. 


Subscription Price $38 a Share 


The several underwriters may offer shares of Capital Stock at prices 

not lower than the Subscription Price set forth above less, in the case 

of sales to dealers, the concession allowed to dealers, and not greater 

than either the last sale or current offering price on the New York 

Stock Exchange, whichever is greater, plus an amount equal to the 
Stock Exchange commission. 


Copies of the Prospectus may be obtained from the undersigned only in States in which 
the undersigned is legally authorized to act as a dealer in securities and 
in which such Prospectus may be legally distributed. 





June 6, 1951. 





MORGAN STANLEY & CO. 
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The directors have declared a 
regular quarterly dividend of 
.50c per share on the $12.50 par 


June 1, 1951 








Keatrice Foods Co. 


DIVIDEND NOTICE 


value Common Capital Stock, 
payable July 2, 1951 to share- 
holders of record June 14, 1951. 


C. H. Haskell, President 











of U.S. Rubber, there can hardly 
be any doubt about the companies’ 
ability to maintain 1950 dividends. 
As will be seen from the fore- 
going examples, price dividend 
ratios can be a useful guide in 
appraising stock prices even 
though by no means an exclusive 
one. They indicate, often in strik- 
ing fashion, where there is doubt 
about dividends and where not; 
and where higher dividends are 
looked for. In this respect, they 
may be considered more practical 
than price-earnings ratios which 
under current conditions lack 
some of their former usefulness. 
Abnormally low price-dividend 
ratios should provide a useful aid 
in spotting shares with above 
average market potentials. 





Outlook for Import-Export 
Trade Under Tariff Cutting 





(Continued from page 301) 


Canada tariff concessions on about 
400 items valued at about $120 
million on the basis of our 1949 
imports. The concessions included 
the lowering of the duty on alu- 
minum and its alloys from 2 cents 
to 1.5 cents per pound, a reduction 
in lead and zinc duty, lower tariffs 
on packing boxes and certain ply- 
woods. The duty on certain chemi- 
cals made in Canada was cut by a 
full 50%. All these changes will 
become effective on June 6. 
(Continued on page 328) 
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RHODODENDRON 
CAROLINIANUM 


ONE OF THE VERY FINEST 
BROAD LEAVED EVERGREENS 


It has Handsome Dark Green 
Leaves, Blossoming in mid May. 
Nearly three weeks ahead of other 
varieties, the densely Clustered 
Flowers vary from Pale to Deep 
Pink. 


2 to 3 ft.—25 for $15.00, 100 for $50.00 
3 to 4 ft. — 25 for $20.00, 100 for $70.00 


Limited Supply, please place your 


Fall order early. 


NATURE’S RHODODENDRON NURSERY, 
TALLULAH COURT + LAKEMONT, GA. 














| 





UTAH 
POWER & 
LIGHT CO. 


an 


A GROWING COMPANY 
IN A GROWING WEST 








Serving in Utah, idaho, Wyoming, Colorado 








THE COLUMBIA 
4 GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following regular quarterly dividend: 





Common Stock 
No. 67, 20¢ per share 
payable on August 15, 1951, to holders of 
record at close of business July 20, 1951. 


Daze Parker 
Secretary 








June 7, 1951 
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Outlook for Import-Export 
Trade Under Tariff Cutting 





(Continued from page 327) 


In negotiating separate recipro- 
cal concessions, the United States 
and Canada _ recognized their 
growing mutual dependence upon 
each other, particularly in view of 
their defense requirements. While 
Canada is becoming increasingly 
dependent upon us for capital 
goods, we will be drawing more 
and more, as time goes by, on the 
Dominion’s great resources of in- 
dustrial raw materials. 

What the effects of the Tor- 
quay conferences will be on our 
foreign trade is today impossible 
to say. Compared to the forces un- 
leashed by the Korean war, arma- 
ment requirements, renewed infla- 
tionary pressures, and the extent 
of our foreign aid under the ECA 
and the MDAP, to say nothing 
about the course of international 
developments, the influence of the 
concessions given and obtained in 


‘Torquay may under the circum- 


stances be hardly noticeable ex- 
cept in some special cases, such as 
the trade with Germany or the 
trade (textile exports) with Cuba. 

The State and Commerce De- 
partments may be right in point- 
ing out in their releases that the 
role of tariffs as instruments of 
national economic policy is in- 
creasing. But this is mainly true 
during more peaceful interludes 
in the world’s history, and not at 
the time when the Free World is 
engaged in a struggle for survival. 


Full Arms Effect Yet to be Felt 


Our foreign trade, and interna- 
tional trade as well, is yet to come 
under the full impact of the re- 
armament program. On one hand, 
this means that our imports, and 
more particularly the raw mate- 
rials going into the production of 
military equipment, will continue 
to rise, especially in the late 
months of the year. On the other 
hand, our exports will probably 
tend to increase even faster, part- 
ly because of our deliveries of 
military equipment under the 
MDAP, and partly ecause, with 
Europe and Canada busy on their 
respective armament programs, 
the rest of the world will be more 
dependent upon our goods. 

At the same time the gold and 
dollar accumulations of raw mate- 
rial producing countries are 
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reaching a point where some freer 


spending for our goods is almost} 


inevitable. To repeat, to compare 
the influence of Torquay with 
these forces is like comparing a 
gentle summer breeze with equi- 
noctial “blows.” 





For Profit and Income 





(Continued from page 313) 


an earlier occasion, Continental 
Oil, a well-situated company mar. 
keting mainly in the mid-West, 
Rocky Mountain states and the 
Southwest, took a crack at it, but 
subsequently withdrew. Gasoline 
inventories are not likely to be 
much of a problem,in view of the 
strong consumption trend. Mean. 
while, the price of heavy fuel oil, 
in which supply is very light, has 
been boosted liberally by the Fed- 
eral price controller. There is still 
a better than even chance that 
average oil company earnings this 
year will be moderately above 
those of 1950. 


Income 


There are some investors whose 
income needs preclude holding 
any considerable amount of idle 
cash, regardless of how much the 
market may fluctuate; and who 
require a higher return than can 
be had from good bonds. And 
there are others who, with less 
justification, nevertheless insist 
on keeping funds either fully or 
largely employed. For these types 
there is no lack of conservative 
ccmmon stocks which are much 
more stable than the general mar- 
ket, and which currently yield 
relatively good returns. Here are 
a few examples, and current 
yields thereon: American Gas & 
Electric, 5.6%; Beneficial Loan, 
7%; Pacific Lighting, 5.9%; 
United Biscuit, 5.8%; Sterling 
Drug, 6.4% ; and Texas Company, 


6%. 


Low-Priced 


In the low-priced class, Colum- 
bia Gas System is a stock of in- 
vestment grade, offering a good 
yield; and there is important 
further long-term growth in pros- 
pect for this company. Operating 
in Ohio, Pennsylvania, West Vir- 
ginia, and parts of New York, 
Maryland, Virginia and Kentucky, 
it is one of the largest distribu- 
tors of natural gas. Full-year 
earnings should be around $1.25 
a share, against $1.18 in 1950. 
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The dividend is 80 cents annually, 
currently yielding 5.9%. The 
stock is at 1814. The entire range 
of the last four and a half years 
has been 97-1414. 


McGraw Electric Company 


In our May 5 issue, we dis- 
cussed this company’s tax position 
and regrettably, two misstate- 
ments crept in. We indicated the 
company’s EPT exemption for 
1950 at $4.8 million pre-tax earn- 
ings. The figure should have been 
$4.6 million, after providing for 
regular income taxes. Also, we in- 
dicated the company’s effective in- 
come tax rate in 1950 as 58% 
when actually this figure should 
be 48%. 





Companies Undertaking 
New Expansion 





(Continued from page 295) 


there are two powerful motives 
that appeal to managements in per- 
suading them to approve expendi- 
tures for new manufacturing fa- 
cilities. These are (1) the convic- 
tion that it would be economic 
waste for a company not to avail 
itself of the opportunity for 
growth under present conditions 
when excess profits taxes could 
mean larger contributions to the 
national treasury, and (2) confi- 
dence in the nation’s future 
growth that promises to provide 
an actual need for greatly en- 
larged production of consumer 
goods. 

In an economy where the tax 
rate is high—especially with the 
rate threatening to rise to 68 or 
70 per cent under proposed EPT 
provisions—it is desirable for in- 
dustrial management to put back 
into the business as much legiti- 
mate earnings as possible as an 
operating expense. Considerable 
improvement in operating effici- 
ency can be attained at compara- 
tively little cost along these lines. 
Plants may be kept in better 
physical condition than otherwise 
would be the case. 

Where new facilities can be 
added under provisions of the 
Revenue Act of 1950 permitting 
accelerated amortization, it is 
wise to take advantage of the op- 
portunity. Although, if the new 
facility outlived the emergency 
period and provided earnings 
after the five-year period on a 
fully depreciated basis, taxes 
would be proportionately higher 
than if depreciation charges were 
1951 
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available, there always is the hope 
that at some future time, emer- 
gency taxes would be lowered and 
management might have a mod- 
ern, fully depreciated facility 
capable of providing low-cost 
operating conditions under a more 
lenient tax measure. 

As for the prospect of future 
growth, most economists antici- 
pate a high rate of industrial ac- 
tivity when the children born in 
the early days of the war reach 
maturity—about 1958 to 1962. In 
fact, the sharp uptrend in popu- 
lation over the last decade prom- 
ises greatly enlarged economic 
needs in the decade beginning -in 
the late 1950’s. Production of all 
all sorts of consumer goods will be 
stimulated to meet growing de- 
mands as the young persons of 
that period prepare to raise fami- 
lies and build new homes. School 
authorities already are faced with 
a serious problem, but this phase 
is only trivial in comparison with 
the probable household needs to be 
provided for the children of today 
when they begin to take their 
place in society in another ten or 
fifteen years. 

Reflecting expansion is indus- 
trial construction projects, de- 
mand for building materials is 
expected to hold at a relatively 
high level this year. Most seg- 
ments of the building supply in- 
dustry contribute in some measure 
to construction or modernization 
of manufacturing facilities. Trade 
authorities estimate that enlarge- 
ment of the industrial machine 
will go far toward counteracting 
the setback in residential build- 
ing. Thus Bureau of Labor Sta- 
tistics forecasts call for total new 
construction this year of about 
$26,750 million, or slightly less 
than the total for 1950, but indus- 
trial construction is expected to 
increase almost 150 per cent to 
$2,500 million and public utilities 
expenditures are expected to run 
slightly ahead of last year. 

Searcely less important to the 
economy is the prospect for vast 
expenditures on new machinery to 
equip new factories and replace 
obsolete equipment in older 
plants. Unfilled orders of manu- 
facturers of general machinery 
rose rapidly late last year to a 
record high of almost $6.2 billion 
by the end of the year, according 
to the Department of Commerce. 
This compared with a total of only 
about $2.7 billion at the end of 
1949. As in the case of the steel 
industry, which is taking probably 
10 per cent of its production for 





On the highways, too, 


CLARK 


EQUIPMENT 


cuts operating costs 


Seasoned operating men, in the field of 
automotive revenue-transportation, know 
the Clark Transmission—know it for its 
simplicity of design, its sturdy 
compactness, its perfect balance and 
—_ strength, its smooth performance 
and extraordinary long life 

Resourceful engineering 

as exemplified 
by Clark 
Transmission 

is a chief 

reason why 
many builders 
of automotive, 
agricultural 

and industrial 
machinery like 
to Work with 
Clark. You, too, 
would find it “‘good business.” 

Write us. Clark Equipment Company, 
Buchanan, Michigan. 


Products of CLARK 
EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS 
for Trucks, Buses, Industrial and Farm Tractors — 
FORK-LIFT TRUCKS — POWERED HAND TRUCKS 
and INDUSTRIAL TOWING TRACTORS for 
Materials Handling. RAILWAY CAR TRUCKS for 
Suburban, Street ond Elevated Railway Cars. 








Exide 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


203rd Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable June 
30, 1951, to stockholders of record at 
the close of business on June 15, 1951 
Checks will be mailed. 
H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia, June 1, 1951 











INTERLAKE IRON 


CORPORATION 
CLEVELAND, OHIO 
Dividend No. 28 June 7, 1951 
, The Board of Directors has 
this day declared adividend 
of twenty-five cents (25¢) 
er share on the outstand- 
ing shares of common stock 
without par value of this 
Corporation, payable 
une 30, 1951, to stock- 
olders of record at the 
close of business June 
18, 1951, The transfer 
ks do not close. Checks 
will be mailed. 
J. P. FAGAN 
Vice President and Treasurer 
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use in enlarging its own produc- 
tion facilities, so machinery 
manufacturers also are their own 
customers for substantial volume 
of business in enlarging their 
manufacturing facilities. 

In addition to expansion of do- 
mestic industrial plants, this coun- 
try is devoting a significant part 
of its war effort to bolstering 
productive facilities of Western 
Europe. Exports of machinery 
and essential components of in- 
dustrial plants are running at sub- 
stantial figures, according to 
Washington authorities. Eco- 
nomic Cooperation Administra- 
tion purchases and military aid 
commitments indicate that ma- 
chinery and armament shipments 
to Western Europe may range 
above $6 billion this year. 

Even the textile industry, de- 
spite its ups and downs in recent 
years, is continuing programs of 
plant modernization despite the 
growing scarcity of critical ma- 
terials. The industry is spending 
over $200 million a year on new 
machinery, humidity controls, air- 
conditioning and other improve- 
ments towards higher production 
efficiency to meet expanded de- 
fense needs and keep ahead of 
world competition. 

It stands to reason that expan- 
sion and improvements, wherever 
undertaken, is bound to enhance 
the earnings potential of the indi- 
vidual companies engaged in such 
efforts, be it through greater pro- 
ductive efficiency, bigger capacity 
for output or both. Outlays to that 
end thus should ultimately come 
back either in form of higher 
earnings or a below average de- 
cline of earnings under prospec- 
tive adverse tax conditions. 

In the appended table, we have 
listed a number of companies 
which have scheduled sizeable ex- 
penditures for expansion pur- 
poses in 1951. Completed pro- 
grams should enable them to pro- 
duce and sell more, to produce 
more efficiently, to hold their own 
under keener competitive condi- 
tions of the future and generally 
to advance their stature within 
their industries. 





Answers to Inquiries 
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Parker Pen Company 


“Please furnish recent earnings and 
dividends of Parker Pen Company.” 


E. B., Pittsfield, Mass. 
Parker Pen Company and its 
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Canadian subsidiaries reported 
earnings after taxes of $3,263,055 
for the year ended February 28, 
1951 compared with $1,541,161 
for the previous year. Net income 
per share was up to $8.76 from 
$4.14. Operation of the company’s 
British subsidiary was not con- 
solidated with the parent company. 

According to the president of 
the company, he believes the com- 
pany’s net sales and net earnings 
have shown exceptionally good 
results. 

During the year the pen com- 
pany introduced on the United 
States market a new type butane 
cigarette lighter acquired from 
French inventors, and one of its 
wholly-owned subsidiaries became 
engaged in Ordnance manufactur- 
ing contracts. The parent company 
currently is not committed to mu- 
nitions production, but has in 
prospect research and develop- 
ment work of a classified nature. 

In order to consolidate scattered 
operations in Janesville, Wiscon- 
sin, and to provide space suitable 
for defense manufacturing, the 
company is in process of construct- 
ing a new plant to cost somewhat 
in excess of $2 million. 

Dividends including extras to- 


taled $4.00 a share in 1950 and. 


$1.50, including an extra of 50c, 
has been paid thus far in the cur- 
rent year. 





The East-West Struggle 
for Oil 





(Continued from page 290) 


would arise, particularly if it were 
accompanied by a corresponding 
rise in Russian influence. What 
would be involved then would be 
far more than millions of dollars 
invested in the development of 
the Middle Eastern oil properties. 
It would pose a grave threat to the 
economic underpinnings of our 
political alliances in Western Eu- 
rope and heavy strain on our own 
oil resources. Even in peace, Rus- 
sian control of the Middle Eastern 
oil could place Europe at the 
mercy of the communists. 

This doesn’t mean that the Rus- 
sians would have an easy time 
getting the oil for themselves. 
They would face formidable diffi- 
culties which could not be sur- 
mounted in short order. But the 
Kremlin could then dictate the 
distribution of oil to its own poli- 
tical advantage, could place ter- 
rific pressure on all European 


THE 


countries, and confront the U. S. 
and the free nations with alterna- 
tives of a most far-reaching na- 
ture. 


One of them would be the ur- 
gent need to step up production in 
the Western Hemisphere by at 
least 25%, and this takes time. 
Another would be a substantial 
lowering of consumption, par- 
ticularly civilian consumption by 
means of rationing. Still another 
would be the pressing necessity 
to expand our tanker fleet to keep 
Western Europe going with West- 
ern Hemisphere oil. Fortunately 
the Western Hemisphere has 
plenty of oil but new resources 
would have to be opened up at top 
speed. Also, refining capacity 
would have to be expanded con- 
siderably. 


The Stake is High 


As will be seen, the stake is 
high, for if we are cut off from the 
Middle East, we would lose not 
only the oil but also intermediate 
air bases on which we depend for 
defense against Russian aggres- 
sion. In this game, Russia has 
everything to gain and nothing to 
lose unless we decide that the Mid- 
dle East must be held. Such a 
decision could mean war. There 
are many signs that Russia is out 
to foment trouble, knowing how 
vulnerable a spot in western de- 
fense the Middle East is. The 
danger is that Iranian success in 
expropriating British oil will set 
an example that may be quickly 
followed by other countries. The 
vulnerability of Middle Eastern 
oil to communist sabotage is 
equally obvious. 

Thus the big question today is 
how far the United States, Eng- 
land and other nations should go 
to safeguard the vital Middle 
Kastern oil supply for themselves. 
Since oil is needed so badly by 
Russia, the further question arises 
whether the western nations can 
afford to let the Near East pass 
from their control. The handling 
of the Iranian problem will pro- 
vide some of the answers but the 
feeling is that this may be only a 
start, that further troubles lie 
ahead. 


While the loss of Iranian crude 
oil could be fairly easily replaced, 
this is not so when it comes to the 
refining facilities of the huge 
Abadan refinery. Their replace- 
ment would pose a greater prob- 
lem though that, too, could be 
brought reasonably close to a 

(Please turn to page 332) 
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ENROLL NOW... 


For Our New Security Recommendations. 








OIN our service today to be ready to take full advantage 
J of our new selections of outstanding investment bar- 
gains under the war-economy outlook for 1951. It is 
important to participate in our investment campaigns 
from their start—since we time our new purchases care- 
fully and individual stocks can score substantial per- 
centage rises on the initial phase of their advance. 


When to Buy and When to Sell 


Our weekly market forecast . . . with chart of daily 
action ... projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 


“LET US HELP YOU SHOP FOR THE 
BEST INVESTMENT BARGAINS.” 


Definite Advices on Intrinsic- 
ally Sound Issues 

All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 





Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 
note FORECAST SERVICE. 


Continuous Consultation 

You are welcome to consult us 
.. + by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch .. . or close 
out. 


A Plus Service . . . These con- 
sultation privileges alone can be 
worth hundreds and thousands 
of dollars to you in concentrating in potential leaders... 
in stable investment situations . . . in avoiding laggards 

. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to July 16. Mail the 
coupon below today. 








Mal Coupon 


FREE SERVICE TO JULY 16 








Joday. ! | 
Special Offer | 
$60 | 

| 
| 
| 
| 


fh a Air Mail: 0; “ a. meetin O $2.00 
Special Delivery: [] $4.00 six 
MONTHS’ C) $8.00 one year. 
12 SERVICE $100 1 er i rs 
Complete service will start at OUIROBG oe ceca 
ance but date from July 16. RR nae ep peer tet nr 


Subscriptions to The Forecast 
are deductible for tax purposes. 


JUNE 16, 1951 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


Your subscription shall not be assigned at 
any time without your consent. 


I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from July 16, 1951) 


SPECIAL MAIL SERVICE ON BULLETINS 


l 

| 

| 

] 

| 

| 

0 Telegraph me collect in anticipation of ! 

important market turning points...when ] 
to buy and when to sell...when to ex- 

pand or contract my position. J 

! 

1 

! 
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. 


months 


List up to 12 of your securities for our 
initial analytical and advisory report. 











The East-West Struggle 
for Oil 
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solution in time. But for an in- 
terim period, it might well require 
gasoline rationing in England and 
France though hardly in the 
United States. The main effect in 
this country would be an imme- 
diate and serious shortage of 
heavy fuel oil along the East 
Coast. Such countries as India and 
Australia would have to cope with 
a gereral shortage of refined pe- 
troleum products. 

Naturally, incisive shifts in 
production and distribution would 
have not only manifold impacts on 
the big oil companies operating in 
the Middle East but may also af- 
fect purely domestic American 
oil companies. Some of the Mid- 
dle Eastern difficulties might be 
overcome by the pooling of facili- 
ties in that area and steps in this 
direction are already being con- 
sidered. The need to pay higher 
royalties would cut into profits 
but this might be partly offset by 
expanded production as now un- 
der way or contemplated. 


Potential Domestic Impacts 


U.S. domestic operations may 
have to be stepped up too to bol- 
ster the oil supply which should 
benefit the American oil industry 
as a whole, particularly if accom- 
panied by firming prices for pe- 
troleum products. On the other 
hand, the need to increase West- 
ern Hemisphere resources, if 
only as a safeguard, will require 
continued sizeable expenditures 
for drilling and exploration, as 
well as for’ bigger refining 
capacity. 

Fortunately the Western Hemi- 
sphere accounts for over 70% of 
world crude oil production, with 
the U.S. share around 52%. Vene- 
zuela accounts for about 15%. 
Canada’s share, while as yet 
small, is bound to grow as the 
new and fabulous oil discoveries 
in that country are being de- 
veloped. As a last resort, of course, 
we could always make gasoline 
and oil from coal, and longer 
range look to the development of 
atomic energy as a partial sub- 
stitute for petroleum fuels. 

The problem thus, in case of 
loss of the Middle East oil, would 
be intermediate rather than long 
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range from a supply standpoint, 
though political repercussions 
would naturally be felt immedi- 
ately and drastically. A vital ques- 
tion would be how Russia would 
make use of any addition to her 
own meager oil supply which she 
might gain from obtaining con- 
trol of the Middle East. The great 
danger is that it might bring 
World War III nearer. This is 
hardly an immediate prospect. 
Entrenching herself politically in 
the Middle East will take some 
time, to say the least, and before 
taking a definite step that may 
lead to a major conflict, Russia 
probably would want a large part 
of the Near East oil at her dis- 
posal. 


Don’t Write Middle East Off 


It would be rash to predict that 
this will soon, if ever come to pass 
though the Kremlin no doubt will 
keep trying. As to the more im- 
mediate situation in Iran, it 
would be equally premature to 
write off Iran’s oil as entirely lost 
for the West. While nationaliza- 
tion, in some form, appears as a 
foregone conclusion, the prospect 
is that British interests may con- 
tinue to play a prominent role in 
the management of the Iranian 
= fields and the marketing of the 
oil. 





As I See It! 
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sabotage or what have you, might 
result in economic collapse, fol- 
lowed by chaos and revolution. Or 
that, alternatively, some excuse 
might be given for Soviet inter- 
vention, that Iranian weakness 
might undermine the whole com- 
mercial, political and military po- 
sition of the western powers in 
the Middle East. All of which is 
grist to the Kremlin’s mill. That’s 
why we say that while Moscow 
may have taken no direct hand, 
its hand nevertheless is clearly 
visible. 





How Far Can This Market Go? 
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stantially stabilized, for the re- 
maining duration of the arms pro- 
gram—much as they were stabil- 


ized during most of the World 
War II period—is uncertain; and 
so is the duration of the arms 
stimulus, for that matter. The 
squeeze will result partly from 
taxes; partly from the fact that 
prices, especially in the case of 
“Big Business’, will be controlled 
more effectively than wage costs 
will be; and partly from the shift 
to defense work, at lower ope- 
rating margins, in a number of in- 
dustries. 


Not only will total earnings 
shrink. The part thereof resulting 
from defense work must command 
relatively low market appraisal 
because it has to be regarded as 
non-recurring; and because such 
profits are subject to renegotia- 
tion. In this view, it is quite pos- 
sible for present moderate price- 
earnings ratios to become even 
more so in time, on an average. 
Although total dividends face no 
great shrinkage for 1951, the in- 
terim level probably will be mate- 
rially under that of a year ago by 
the fourth quarter; and the 1952 
total might be well under that of 
1951. 


Length of Profit Squeeze 


Nobody can guess when the 
profit squeeze will end. Assuming 
no global war, when the arms out- 
lays taper off, whether in 1952, 
1953 or 1954, we shall have an in- 
dustrial capacity more than ade- 
quate for defense maintenance 
and total imaginable civilian 
needs. That cannot be favorable 
to profits; and, while it will come 
about through the happenstance of 
very real need for rearmament, it 
will nevertheless be precisely the 
thing that the Left-Wing Govern- 
ment planners have long wanted. 


The capacity picture, present 
and potential, suggests to us that 
inflation later this year is less of 
a threat than the Administration 
thinks it is; and that, if there is 
any revival thereof, it can be 
“mighty temporary.” We have 
high consumer income now, no 
great urge to buy other than for 
normal needs, and an increased 
rate of savings. That might con- 
tinue to be substantially so when 
peak arms output is reached. 


Under the conditions shaping 
up, more companies than not have 
something to lose, the only ques- 
tion being how much. The most 
stimulating stock-market news 
and psychology are behind.—Mon- 
day, June 11. 
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Don’t Follow...... 


“A DO NOTHING POLICY” 


...... On your investments. 


N°S after two years of market advance 
the position of many of your securities 
has been materially altered. Some stocks 
which were a good buy in mid-June, 1949, 
may be a better sale in mid-June, 1951. Some 
companies whose shares were relatively un- 
attractive, have overcome problems, secured 
new orders, created backlogs and represent 
vastly improved - attractive - investments today. 

Today’s market situation calls for action. 
The investor who sits idly with his securities 
frozen, is accepting a hazard which can be as 
costly as it is unnecessary. All advantages of 
safety, steady income and good profits lie with 
the aggressive yet conservative investor. who 
seeks at all times, to keep his investments in 
line with changing conditions. 


TIME FOR DECISIVE AND INTELLIGENT ACTION 


The present—-NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


fete hes 





MANAGING YOUR SECURITIES 
Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service can take the 
initiative in advising you when any changes 
should be made in your personal investment 
holdings. You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 














INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 
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New York 4, N. Y. 
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Dorothy Collins, “The Sweetheart of Lucky Strike” 


LUCKIES TASTE BETTER THAN ANY OTHER CIGARETTE ! 


Fine tobacco—and only fine tobacco—can give you a better-tasting cigarette. And L.S./M.F.T. 
—Lucky Strike means fine tobacco. So Be Happy—Go Lucky! Get a carton today. 


COPR., THE AMERICAN TOBACCO COMPANY 


LS./M.ET. - Lucky Strike Means Fine Tobacco 








